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FORS’ÎORD
The most eonsplouous problem In the field of publie fi­
nance, apart from the ever present problem of taxation. Is 
probably that of federal, state and municipal Indebtedness* 
Of these three elements in the public debt, municipal debt 
is by far the most perplexing, probably because It Includes 
our public school debt. This report deals with school bond­
ed Indebtedness In Montana*
The net bonded debt Is easily determined. Of much 
more Importance Is the study of the location of the debt, 
the purposes for which It was Incurred, Its management, and 
the ratio between Incurrence and cancellation over a period 
of time sufficiently long to make possible some rational In­
terpretation of the fiscal consequences* There w l U  be no 
attempt made to formulate a new system of school finance 
but rather to determine the existing state of practice and 
opinion of school bonded Indebtedness In Montana and predict 
future trends from the facts as they exist. Such Is the 
problem to which the present study has been devoted*
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
Scope -
1. This study considers only the local public school 
systems of the state* 2. It does not consider any indebted­
ness that may have been Incurred for the State University, 
for any of the state normal schools, or for any other in­
stitutions which are supported by the state as a whole. 5.
The scope of the study is state-wide, though the treatment 
is necessarily by counties and, to a limited eztent only, 
by individual districts* ISTevertheless, the conclusions 
drawn from the assembled data will usually have state-wide 
application*
The historical materials have been gleaned from the 
session laws of the State of Montana, from the various codes 
of Montana, from the Biranial Reports of the Superintendent 
of Public Instruction, from the reports of the county super­
intendents of the various counties on file In the State 
Superintendent's office, from the reports of county treas­
urers, and from correspondence. The reports of the U. S. 
Census Bureau have been used for population and area figures. 
Much of the other data and information was gained from per­
sonal visits, conferences with Professors Daughters and 
Maddock of the State University of Montana, county assessors, 
treasurers, and superintendents of the various counties.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
lîîTRODUCTION 
SCHOOL BOÎÎDED IKDEBTEDHESS IH MOÎÎTAHA
The problem of school bonded indebtedness in Montana 
may be set np by asking the following:
1. What does Montana owe for the support of education in public, elementary, and high schools?
2* Is this debt, in its nature, distributed evenly or pro­portionally over the entire state or does it fall upon «specified areas only?
5# What has been the tendency in the past, relative to in­creasing debt for schools?
4. What has the school debt cost the people of Montana in the past and what is it costing to-day?
5* What is the outlook for future debt costs?
6. What are the forces which have produced the present sit­uation?
7* Will these forces function in the future as they have in the past, and if not, what may be expected as to the direction of their influence?
&m What lines of action should be followed in Montana with respect to the present indebtedness? An evaluation of Montana conditions*
9* Is this indebtedness justifiable? Are there any better ways of financing building and other school programs?
10* What are the best standards according to authorities?
On the answers to these questions must depend in part 
any rational attempt to solve the problems of school bonded 
indebtedness of the state, iAiich ordinarily is large in com­
parison with our municipal debt*
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
THE PUBLIC S3H00L DEBT IH M0ETAÎ3A 
Chapter I
Organization of Schools In Montana and Bonded Indebtednessfor Schools in 1931
The Constitution for the State of Montana adopted in 
1889 established the common school system. It provided for 
local autonomy in school matters. School districts were es­
tablished in each county. The organization of these districts 
was in no way connected with the organization of either civil 
or congressional townships and the school district might or 
might not have the same limits as either the civil or con­
gressional township. Although the school district was made 
the unit for schools, the state gradually obtained a large 
share in the financial and administrative control of the dis­
tricts.
Education was recognized as a state function and reports 
were required from the local schools, whether districts or 
counties. In 1895, the office of Superintendent of Public 
Instruction was established as a separate office. Since that 
time, the Superintendent of Public Instruction has been the 
official to ifliom county reports have been sent. The acts 
which created the common school system gave to the Superin­
tendent of Public Instruction the authority to compel all
1. Montana Codes, I, Annotated, chap. vl, p. 224, sec. 1700.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
2.
publie sebools to furnish whatever itéras of information might 
be desired. There have been many modifications of the school 
laws of the state since the passage of the acts which organized 
the common schools* but the system of securing reports has re­
mained virtually the same from the date of the original act.
The teacher of each district was required to keep a reg­
ister showing the number and names of all pupils enrolled and 
a record of their attendance. A summary of the figures for 
the school was furnished the County Superintendent by tht# teach­
er. ihe County Superintendent summarized the reports from the 
local districts and furnished the State Superintendent of Pub­
lic Instruction with a copy of the summary. The Superintend­
ent of Public Instruction made a biennial report to the Gov­
ernor and State Legislature at each session as a basis for 
school legislation. This biennial report represented a com­
pilation of the data reported by the officials of the several 
eounties.
The reporting system, as it now functions, is fairly ef­
fective. The State Superintendent* s office has been given 
additional authority, and it now may withhold the salary of 
any County Superintendent who will not meet the requirements 
in the matter of reports.
2. Revised Codes of Montana, 1921 Choate, chap. 76 under County Superintendent of Schools, p. 509, sec. 973, 
Annual Reports.
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At pPGsentÿ one finds that the teachers znnst report 1— 
terns of enrollment and attendance to the County Superintend­
ent. The County Superintendent then formulates the items re­
ceived from the several teachers and the fiscal transactions 
of the several districts into a report to the State Superin­
tendent. The County Superintendent presumably audits the 
books of the teachers, conciles the data for the county from 
the reports, and forwards a copy of this compilation to the 
State Superintendent* The County Superintendent*s report 
shows the data for each individual district. The state re­
port shows the distribution by counties*
The supervision which the state maintains over local 
schools is advisory, except in matters of certification and 
reports* Each local unit is a law unto itself in matters per- 
tainljig to finance except for a few statutory limitations 
such as the rate of tax levy and the limit of outstanding in­
debtedness* Variations in kind and variations in degree may 
be expected in all phases of education, due to this vesting 
of authority in the local organization. Indebtedness proves 
no exception to the rule. In the course of the various legal 
changes relating to schools, several types of districts have 
developed. At present, the number Of types of districts of
schools in Montana is three according to School Laws of Mon- 
3tana.
3 , school Laws of Montana (1931) chap* 79, p* 33*
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Section 1021* **Classes — number of trustees* &li districts bavins a population of 8,000 or more, are, and hereafter shall be, districts of the first class* All districts having a population of 1000, or more and less than 8,000, are, and hereafter shall be, districts of the second class, and all districts having a population of less than 1,000 are, and hereafter shall be, districts of the third class* In districts of the first class the number of trustees shall be seven, in districts of the second class the number of trustees shall be five, and in districts of the third class the number of trustees shall be three*"
A school district of any of these types may have its ovn 
high school, but the support comes mainly from the county as 
a whole* In addition to high schools so supported, are found 
county high schools which extend dsually over the territory 
of more than one elementary school district* For the purpose 
of this study, no differentiation of type need be made, ex­
cept for analytical purposes, since "blanket .legislation" has 
apparently given virtually all districts similar debt priv­
ileges*
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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Table I
Range among Counties with regard to Area»
Full Assessed Valuation» Population» and School Attendance»
1950-51.
Lowest Countv Highest County
Area SilverBow 7B6 sq. ml. Beaverhead 5»657 sq.ml.Full Assessed Valuation^ Mineral #2»098,179 Cascade #114,552,262
Population^ Mineral 1,626 Silver Bow 56»969
6School Census Mineral 446 Cascade 11,760
Average Dallsc Attendance ̂ Mineral. 547 Cascade 7,937.5
4. Fourth Biennial Report of State Board of EqUdlizatlon,June 30» 1930.5. 1950 Federal Census Report.6. State Superintendent»a Biennial Report.
7. Ibid.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
6.
The ooimties of the state likewise vary greatly in In­
dustrial Gonditlons* The state Is covered with a network 
of stean railroads and has one extensive electric railroad. 
Tet Carter and Powder River counties have no railroad serv­
ice. The state is largely agricultural» but the soil varies
from extrmne fertility to virtual barrenness. Coal is mined
8in several counties» oil is produced in fourteen counties.
Factories of various kinds have been established throughout
the state largely in proportion to transportation facilities»
nearness to sources of raw materials» abundance of fuel» and
proximity to markets. Hotwithstending these favorable condi-9tions thirty-two of the counties had a decrease in popula­
tion between 1920 and 1930. When all these factors are con­
sidered it becomes evident that the plan for local control in 
school affairs was bound to lead to widely divergent condi­
tions in school finance. The appendix gives for the fifty- 
six counties certain outstanding facts which have been and are 
to day influential in the determination of school policies.
The reports of the county superintendents on file in the 
State Superintendent’s office at Helena indicate that the net 
bonded indebtedness of the state for public schools was 
#10»578»580.22 on June 30» 1930. To this funded indebtedness
8, Fourth Biœiaial Report, op. cit.9. Fifteenth Census of U.S. Population Bulletin (1950)» p. 5.10. Twenty-first Biennial Report» p. 92. Table B of the StateSuperintendent of Public Instruction.
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there should he added the figures representing floating debt. 
Available figures on floating indebtedness are frequently In­
definite and evidence many inaoeuracies in accounting. It is 
Impossible, therefore, to give even a close estimate of the 
actual amount of such debt. From the reports of the county
superintendents. It appears that there were on the above date
11warrants outstanding amounting to ^572,655,82,
There are no figures available which indicate how much 
of this latter amount had been paid back before June 30, 1930, 
or how much was still outstanding at that time. Since these 
figures for floating debt are subject to such gross errors 
and since no estimate can be put upon the amount of the anti­
cipation warrants which had been cancelled, little dependence 
can be placed in the figures as indication of indebtedness on 
June 30, 1930.
This much can be safely concluded: There was owed in the
State of Montana, on that date, for public schools, in fund-
12ed debt, about $10,378,580,22. In addition to this figure 
there was a large floating debt which no one can closely es­
timate, This $10,378,380,22 represented an indebtedness of
$19,31 per capita on the population ( assuming a population13
Of 537,606 inhabitants) of the state for April 1, 1930,
This debt likewise represents a per pupil debt of $93,95
11. Biennial Report, loo, cit,12, Biennial Report, loo, cit,13,. Federal Census Report for Montana (1930), p, 3,
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based on 110,460 students* average daily attendance in all14elementary and high schools for 1950. The total bonded In­
debtedness for all the schools in Montana with an average 
dally attendance of twenty pupils or more (and this represents 
practically all schools carrying bonded Indebtedness) for the 
fiscal year ending June 50, 1951, was $9,685,144, a reduction 
of #695,256.22 as compared with the previous year. This sig­
nificant trend downward will become more pronounced as the 
figures for total district bonded Indebtedness for education­
al purposes In the state for 1951-52 are revealed In this 
study. The next chapter will show the distribution of the 
#9,685,144 among the counties, and types of districts of the 
state.
Summary
Chapter I Is an Introductory chapter giving the organiza­
tion of the school system In Montana.
1. Although the school district was made the unit 
for schools, the state gradually obtained a 
large share of financial and administrative 
control of districts.
2. Education Is recognized as a state function, and 
reports are required from the local schools 
through the agencies of districts and counties.
14. Twenty-first Biennial Report, loo. cit. Table A, p. 9 under average dally attendance columns.
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S—fti
3. The State Superintendent of Public Instruction 
may now withhold the salary of any county super­
intendent who will not meet the requirements of 
reports* However, the supervision which the 
state maintains over local schools is advisory, 
except in matters of certification and reports*
4. Each local unit is a law unto itself in matters 
pertaining to finance except for a few statutory 
limitations*
5* A definition of the various types of districts 
was given.
6* Attention was directed to the net bonded indebt­
edness amounting to #10,376,360 plus an outstand­
ing warrant indebtedness of #572,656*
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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Chapter II 
The Location of Bonded Indebtedness
As has already been mentioned, not all of the state Is 
financially responsible for the ^9,657,144 bonded debt. How 
then is this debt distributed among the fifty-slz counties 
of the state? A brief statement has already been made which 
shows that there Is wide variation among the counties in area, 
in population, in full assessed valuation, in the number of 
children of school census age, and in the number of children 
in daily attendance in the public schools. Hence, a mere 
enumeration of the absolute figures for bonded indebtedness 
by coimties gives only a partial picture of the real situa­
tion.
A consideration which Is of importance in dealing with 
debt of any sort is the number of persons who jointly and 
severally are re sensible for the payment of the debt. In 
public finance, the population of the taxing unit which has 
debt responsibility represents roughly the number of persons 
so responsible. The per-capita figures for indebtedness are 
therefore more significant for comparison of different units 
than are the absolute figures.
Another significant figure in any business transaction 
is that which shows the number of Individuals who presumably 
are benefited by the service for which the expenditure is 
made. In considering indebtedness for schools, the number
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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Table II
Distribution of Bonded Indebtedness for Public Schools 6/30/31 Among the fifty-six counties, showing per-capita indebtedness According to Population and Per Pupil Indebtedness Accordingto Average Daily Attendance*
County
: Bonded ;Indebt- :edness
:Popu- : la- :tion
iPer cap* Bond*in­debtedness
Aver.
1Daily .Attend*
:Per pupil : bonded in- idebtedness
Beaverhead 220,500 6,654 33.14 770 286.36
Big Horn 245,479 8,543 28.73 1,629 150*69
Blaine 140,002 9,006 15.55 1,567 89.34
Broadwater 9,000 2,738 3.28 383 23.14
Carbon 196,085 12,571 15.60 2,583 75.91
Carter 7,800 7,800 1.00 482 16.18
Cascade 1,183,900 45,146 æ.77 7,482 158.23
Choteau 65,776 8,635 7.62 1,203 54.68
Custer 193,000 11,242 17.17 2,065 93.95
Daniels 172,300 5J,553 31.03 1,184 145.52
Dawson 7,791 9,881 .79 1,691 4.61
Deer Lodge 280,815 16,293 17.23 1,877 149.07
Fallon 60,452 4,568 13.23 862 70.13
Fergus 440,316 16,531 26.64 2,121 207.60
Flathead 159,015 19,200 8.28 3,697 43.00
Gallatin 250,001 16,124 15.50 2,788 89.67
Garfield 17,833 4,252 4.19 294 60.65
Glacier 126,525 5,297 23.88 636 198.94
Golden Valley 36,216 2,126 17.03 333 108.75
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Table II (cont.)
12.
:: County
:Bonded iIndebt- ledness
Fopu-lation
iter cap. ïBond.iiâ- idebted.
; Aver.; Daily ; Attend.
iPer pupil : ; bonded in-: : debtedness:
Granite 59,000 3,013 15.08 564 104.61
Hill 591,899 13,775 23.45 2,164 181.05
Jefferson 15,000 4,133 3.63 543 27.62
Jndith Basin 63,563 5,233 12.10 724 87.52
Lake 225,000 9,541 23.58 2,061 107.17
Lewis & Clark 508,887 18,224 27.92 2,493 204.13
Liberty 36,601 2,198 232 129.79
Lincoln 110,770 7,039 15.65 1,202 92.15
MeCone 31,523 4,790 6.53 623 50.61
Hadlson 116,085 6,323 18.36 837 133.69
Meagher 82,222 2,272 36.19 251 527.57
Mineral 1,626 296
Missoula 592,000 21,782 18.00 5,652 107.34
Musselshell 132,412 7,242 18.23 1,573 83.91
Park 85,907 10,922 7.87 1,718 50.00
Petrolenm 19,000 2,045 9.29 204 93.12
Phillips 229,078 8,208 27.91 1,490 153.74
Pondera 223,075 6,964 32.03 1,329 167.85
Powder River 1,809 3,909 .46 461 3.92
Powell 14,500 6,202 2.34 755 19.21
Prairie 113,334 3,941 28.76 739 153.56
Ravalli 265,945 10,315 25.78 1,522 174.73
Richland 101,360 9,633 10.52 1,462 69.32
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15.
:
: County
:Bonded :Indebt- :edness
: Popu- : la- ; tion
:Per cap. iBond. in- ;debtedness
: Aver.: Daily : Âttendî
îî er pupil : bonded in-; .debtedness:
Roosevelt 234,735 10,672 22.00 2,334 100.57
Rosebud 249,900 7,347 34.01 1,260 198.33
Sanders 171,399 5,692 31.12 978 175.26
Sheridan 110,773 9,869 11.22 2,188 50.62
Silver Bow 299,683 56,969 5.26 7,282 41.15
Stillwater 155,220 6,253 24.50 958 159.93
Sweet Grass 7,039 3,944 1.78 489 14.39
Teton 110,400 6,068 18.19 1,010 109.31
Toole 128,171 6,714 19.09 891 143.85
Treasure 54,770 1,661 20.93 374 92.16
Talley 410,390 11,181 36.691 2,470 166.15
Wheatland 74,463 3,751 19.85 725 102.71
Wibaux 15,550 2,767 5.62 397 59.18
Tellewstone 653,072 30,785 21.21 6,012 108.63
Total
Average
9,685,144 541,216
17.89
J
87,971
103.95
♦Total attendance of a group, divided by the number of days taught for that month (a school month is usually twenty days), gives the average daily attendance.
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Of pupils In average dally attendance represents those In­
dividuals who are receiving the Immediate benefit of the ser­
vice. It follows that significant Indices will be those 
lAilch show the school Indebtedness measured In terms of these 
two units. Such an exhibit Is made In Table II. The table 
Is arranged by counties alphabetically. The table should 
read: Beaverhead county with a bonded Indebtedness of
#220,500, a population of 6,654 and an average dally attend­
ance of 770 has a population per-capita bonded Indebtedness 
of #55.14 and a per-pupll bonded Indebtedness of #286*36, 
and so on through the fifty-six counties.
Since practically ell of the bonded Indebtedness was 
confined to districts and schools In which the average daily 
attendance was twenty pupils or more, no district in the 
state was taken which had less attendance. Variation among 
counties Is readily noted. In order to grasp more easily 
the slgnlflcence of the distribution, attention is called to 
certain meastires of central tendency for each of the two 
factors shown in the table. First, consideration will be 
given to the population per-capita figures. The range Is 
frcna no bonded indebtedness for Mineral to #36.69 for Valley 
County. Twenty-five per cent of the cases fall below #8.00, 
fifty per cent below #17.20 and seventy-five per cent be­
low #26.60. The average per-capita Indebtedness for counties. 
Table II, Is #17.89, which varies widely from the average 
#108.95 per student in average dally attendance for the
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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State» owing to the influence of Silver Bow County* s popiila- 
tion and its low bonded indebtedness per-eapita population.
Table III gives a distribution using the same basis. 
This table fails to indicate what particular characteristic 
has led any county into debt to place it in one or another 
of the groups. The lowest group eontalns eoustles with 
large and small urban population. The same may be said of 
each group. Counties from every section of the state are 
found in each group. It is evident that some factor other 
than present population has Influenced the matter of school 
bonding. Why should Valley County in northern Montana with 
a population of about three times that of Powder River in 
southern Montana have a per-capita bonded indebtedness near*» 
ly eighty times as great as that of Powder River County?
Variations among counties as shown by per-pupil bonded 
indebtedness are as marked as are those of per-capita ac­
cording to population. As may be expected, the rank of the 
counties in per-pupil indebtedness is quite similar to that 
shown for the population per-capita. In fact nearly one- 
third (eighteen) of the counties change groups and no one 
of these shifts more than one group from the earlier posi­
tion. There is bound to be in general a marked similarity 
between population and average daily attendance. Bowever» 
such factors as industrial situations* agricultural condi­
tions* enforcement of compulsory school law* childless taïa-
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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llleSf the proportion of the population that has "retired** 
with children grown np* do influence the ratio. The range 
of per-pupil indebtedness is from no bonded Indebtedness in 
Mineral to $327.57 in Meagher County. The lowest twenty- 
five per cent of all cases fall below $51.00, the lowest 
fifty per cent below $101.00, and seventy-five per cent of 
the eases fall below #153.40. The average per-student in 
average daily attendance per county for the state is #108.17.
Table IT and Figure 2 (map) show the distribution of 
the counties into four groups on the basis of per-pupil in­
debtedness. Virtually the same conclusions may be drawn as 
in the ease of population per-capita debt. The causes for 
present heavy or light bonded debts of counties are largely 
due to same factor other than that of average daily attend­
ance. Why should Meagher incur almost eighty-two times the
debt per pupil that Powder River does? Why should Rosebud 
incur sixty-six times as much debt per pupil as the adjoin­
ing county. Powder River? Why should Missoula, Tellowstone, 
Golden Valley, Lake and Teton have about the same amount of 
indebtedness per pupil 5* Clearly, average daily attendance 
has not caused these fluctuations.
In other words, the common explanation, that indebted­
ness is incurred in accordance with the population of the 
taxing unit and in order to take care of the school popu­
lation of the unit, does not account for the amount of such 
indebtedness. Since there is little or no systematic re-
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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latlon between either population or average dally attend­
ance and Indebtedness, one Is led to conclude that Indebted­
ness Is largely a matter of local policy of financial man­
agement. It is Impossible to give the data for the Indi­
vidual districts as the mass of material Is too great to 
Include In the limits of this study. Some data from a few 
typical counties will be shown to Indicate the other dis­
similarity of school conditions within counties which might 
be èxpected to be fairly homogeneous.
There Is no county In Montana which will show that In­
debtedness Is mainly a policy of local financial maiMigement 
any more than Cascade. Here we have concentrated the larg­
est bonded Indebtedness (#1,185,900.00) charged against any 
one county in the state. But when we find their school 
plants valued at #2,547,087 which Includes the most modern 
and best equipped high school in the state (at Great Falls) 
valued at over a million dollars, the county school bonded 
Indebtedness does not seem to be out of proportion. Most 
of the bonded debt of the county is In the Great Falls dis­
trict. Cascade, Sand Coulee and Belt have plants valued at 
about #60^00 each, with no bonded debt,while Simms with a 
new plant valued at #45,000 carries only #27,000 In bonded 
debt.
Silver Bow with $2,225,966 and Cascade with $2,547,087 
compare quite favorably In regard to value of school plant 
but when we compare the bonded Indebtedness of Silver Bow
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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$299,700 with that of Cascade $1,183,900 we find there is 
absolutely no correlation between bonded debt and Talue of 
school plants. This is in harmony with the facts as re- 
Tealed in Tables III and IT# Silver Bow is in the lowest 
group in bonded debt both for per-capita, population and 
per-pupil in average daily attendance, while Cascade is in 
the highest quarter for both groups. Because of Silver Bow*s 
mineral wealth and its attendant high assessed valuation it 
is almost superfluous to ever issue bonds for building pur­
poses# This county paid cash for capital outlay in pros­
perous years while others bonded#
Two other counties which might be compared quite favor­
ably on account of their almost equal burden of bonded debt 
per-pupil in average daily attendance are Yellowstone $108#63 
and Missoula $107#34. These figures show the same debt bur­
den in spite of the fact that Missoula County is in the ex­
treme western part of the state and Tellowstone well in the 
eastern part# There is no marked difference betv/een the 
per-capita bonded indebtedness on a basis of poptilation of 
the two counties, Yellowstone has $21#21 per-capita while 
Missoula has $18#00# They estimate the aggregate value of 
their school plants at $1,157,300 for Tellowstone and 
$1,179,904 for Missoula# Billings, the county seat of Yel­
lowstone, as well as Missoula, the county seat of Missoula 
County, both have very fine modern high school buildings.
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The story might similarly he traced from county to 
county* We should find everywhere evidence which points 
plainly to the principle that debt Incurrence Is not a mat­
ter of systematic Influences at work* but la almost entire­
ly controlled by the policy which the local school district 
sees fit to adopt*
We have already differentiated the school districts of 
Montana* other than those that are distinctly rural* Into 
three distinct types* The distinction between the types 
of school districts Is not of such a nature that It apprec­
iably affects their indebtedness. The bonded Indebtedness 
of county high schools was not readily separable, according 
to the reports of county superintendents In state superin­
tendent's office^from the bonded indebtedness of district 
schools so this Information was secured directly from the 
county superintendents of the counties having county high 
schools* There Is no attempt In this study to consider con­
solidated districts*
Figure 3 exhibits the distribution of the $9*685*144 
bonded Indebtedness among the various state types of schools* 
The distribution is mainly on a basis of population. The 
rural schools are those not Included in the Montana Educa­
tional Directory. Students In average dally attendance in 
each type of schools are indicated* the amount of bonded 
Indebtedness of each group* and the per cent this amount is In 
relation to total state school bonded Indebtedness, Is shown*
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Serenty-one second class districts, or a corresponding 
nmaber of schools with forty-three per cent of onr state's 
school population, were responsible for forty-five per cent 
of our entire school bonded debt. The first class districts, 
representing twenty-six per cent of the total school popula­
tion, were responsible for almost as large a share of the 
total indebtedness as were the forty-three per cent in the 
second class districts, ^lle the rural schools assumed only 
five per cent of the entire load. Stating it in another 
way, the first class districts with about two-thirds as much 
school population as the school population of second class 
districts had about three-fourths as much school bonded in­
debtedness. (Tables V-A and Y-B). This shows that the two 
groups were quite equally bonded per pupil. Tbe greatest con­
trast is between the rural schools and second class district 
schools. The rural schools have thirteen per cent of the 
total school population end only five per cent of the school 
debt, while the second class districts have forty-three per 
cent of the population and forty-five per cent of the debt. 
Montana rural schools evidently are very reluctant about 
assuming bonded Indebtedness.
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24<
Types of Schools Per cent of School Population jper cent of Total : Debt :
1st Class District 25 50,5
2nd Class Distriet 45 45.6
5rd Class Distriet 18 19.5
Rural District IS 4.4
Total 100 99.6
Table V"»B
Bonded Indebtedness In First, Second and Third Class Districts, Rural Schools and County Sigh Schools,June 50, 1951
District
kumberofSchools
Aggregate Average Daily Att. BondedIndebtedness
Per-pupilBondedIndebtedness
1st Class District 6 25,565 $2,941,458.50 #125.90
2nd Class 71 37,875 4,422,985.99 116.78
5rd Class 140 16,048 1,871,685.96 116,62
Rural Sch. 318 11,207 454,715.77 58.79
State
Counties
56
ëiate Pop. 
557,606 #9,742,844.22
Per-capita
#18.12
County
a. 8. 21 6,954 #1,690,754.00 #245.13
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itiüâjua.
4.5
7X Snd class Districts 
1,000 - 8,000 population 
37,875 Students
318 Rural Dist
3%
yi/g;ure 3
Distribution of Bonded Indebtedness by Districts Based on Tables Y-A and Y-B, 6/30/30
t ; .  o f  M .  T h e s i s  P a p e r
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PUPILS
6,954
^,563
37,875
X6,04S
11,207
Coimty E# S,
1st elasa 
Districts
2nd class
3rd class
Rural
Per Pupil Bonded 
Xndeb tedne s s
#243.13
125.90
116,78
116.62
38.79
figure 4
Bonded indebtedness per pupil according to Average Daily Attendance 6/30/31 Based on table V-B
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Table V-B and Figure 4 plainly show that per-pupll 
bonded Indebtedness Is extremely low In rural schools. Too 
much Is being denied rural children In better buildings, 
equipment, etc, since bonding almost Invar1ably stands for 
capital outlay. As the size of the schools Increases the 
bonded Indebtedness practically Increases as evidenced by 
per-pupll bonded indebtedness, column five* If we should 
inquire into the educational advantages and opportunities 
of pupils In schools with larger attendance, we shall find 
larger and better buildings, better sanitary conditions, 
better equipped teachers, better and more equipment*
At the beginning cf this chapter It was pointed out that 
In dealing with a debt of any sort the number of persons 
held responsible for the payment of a debt Is Important* 
Table Y - C shows the number of persons engaged In gainful 
occupations in relation to the number of students In school, 
A study of this table from this viewpoint shows that there 
Is not a great deal of variation among the counties, Beaver­
head, Meagher, and Silver Bow all have more than two gain­
ful workers per child In school. Even though Beaverhead 
and Meagher were In the highest groups In the per capita 
and per pupil tables their pupll-worker ratio as shown In 
Table Y—  C may counterbalance their loss because cf their 
high per capita and per pupil rank In bonded Indebtedness,
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
TABLE V - CNUMBER or OAfNFUt WORKERS AND ASSESSED VALUATION iACWC OF 
EACH STU5ENT IN MONTANA SCHOOLS IN i030
28.
COONTT
PERSONS CW-SAGED IN STUDENTS GAINFUL OO- IN Mont. DURATION, lO,* SCHOOLS. YRS.OR OLDER* ̂ 6 ~ 21 76
No. OF GAINFUL WORKERS PERSTUDENT
County assessed assessed .fVaLUE Valuations per student
I. BEAVERHEAD 3,318 1,521 2.18 21,493,438 14,131
2, BlO HORN 2,159 2,763 1.63 17,914,589 6,483
3. BLAIW 8,123 2,628 V.Vs 23,418,569 8,909
4, BROAONATER 1,13tr 783 1.44 11,607,168 14,875
9, Oarbon 4,549 4,422 1.02 22,424,043 5,07*
6. Carter 1,622 1,244 1.30 10,600,497 8,521
7. CASCADE 17,628 fV,7«0 1.49 124.875,361 1o,6Va
e. CMOUTEAU 3,442 2,611 1.32 81,663,177 12,1#
9. CUSTER 4,918 3,218 1.52 29,431,026 8,834
Vo. CAWlELS 2,000 1,982 1.00 12,657,912 6,386
iV. Dawson 8,esi 2,948 1.30 23,375,121 7,929
12. DEER LOOSE 6,t66 4,523 1.35 34,155,678 7,548
Vs. Fallon 1,664 1,526 1.09 14,178,917 9,291
14, fERSUS 6,373 5,162 Ï.23 49,991,440 9,684
Vs. FLATHEAD 7,441 5,883 V.25 41,752,478 7,097
Vô. GALLATIN 6,092 9,Ÿ63 1.1a 45,25?,290 8,764
VT. GARFIELD V,700 f,335 V.26 15,063,264 11,116
Is. GLACIER 1,909 f,882 f.oV 11,770,918 6,259
Vs. Golden Valley 775 732 1.09 ‘9,730,543 13,293
&), granVte 1,380 805 1.71 >0,286,835 V2,778
21. MILL 5,475 4,067 1.34 32,171,195 7,#10
22. JEFFERSON 1,692 1,110 1.32 13,988,048 12,601
23. JudVth Basin 2,>6i 1,660 V.30 25,172,162 15,“I63
24. Lake 3,276 3,411 .95 12,172,289 3,568
25. LEWIS ft CLARK 7,993 4,619 1.73 56,241,931 12,176
25. LIBERTY 905 746 1.34 '8,579,690 Vl,500
27. LINCOLN 2,976 2,116 1.40 17,974,684 8,494
28. Madison 1,700 f,672 1.01 18,112,219 10,832
!li2#ST BIENNIAL REPORT, 1930, STATE OEPT. OF CD. TABLE A, OOL. I. 4TH BIEW4IAL REPORT, 1930, STATE SOARD OF EQUALIZATION, P. 92.
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TABLE V - C (CONT.)
PERSONS EN­CAGED IN GAINFUL 00- CUPATION, 10 YRS.OR OLDER
Students IN Mont.
No. or 8AINFUL Workers Perstudent
COUNTYASSESSEDValuations
ASSESSEDValuePER STUDENT
29, MOOONE 1,900 1.08 18,370,726 11,647
#0. mcaqhoi 554 2.02 13,995,381 25,190
3't. mVnciial 728 448 f.63 9,703,474 21,736
S2. MltftSOULA 9,203 9,865 1.37 31,185,374 8,723
S3. UUSSCLflHCU. 2,869 2,347 f.03 14,401,387 3,834
34, Park 4,459 2,948 1.51 30,490,970 10,342
S3. PETROLEUM 848 824 f.35 8,928,909 14,309
38. PMiLLiVs 3,272 2,893 f.2f 21,383,143 7,940
37. ^NDCHA 2,0E» 2,m' 1.24 19,833,878 9,044
38. POKDEN RIVER 1,575 1.37 0,923,068 8,874
39. POKO.L 2,778 >",548 f,79 19,744,913 12,738
40. PRAIRIE 1,631 V,326 1.23 13,890,031 11,983
4i. ravallI 3,881 3,072 1.28 18,823,380 8,127
42. Riohlan» 3,480 3,280 l'.03 19,703,554 8,007
43. ROOOEVELT 3,818 3,923 .97 >9,438,748 4,952
44. R08EBUO 2,873 2,170 f.32 23,058,223 10,628
45 8AWER» 2,449 f,488 1.63 21,241,635 14,278
46, 8WRÏ9AN 3,429 3,4sf .99 21,378,188 6,f94
47. SILVER Bo# 25,474 8,329 2 99 107,322,894 f2,589
48. triU.«ATER 2,272 f,989 1.13 10,731,378 e,4ii
49. Sheet crass 1,894 1,173 1.44 15,312,873 1'3,032
SO. Teton 2,389 1,990 1.23 21,849,392 IO,979
îTt. Toole 2,975 1,882 f.l8 22,815,738 13,727
52. Treasure 588 495 Kl4 6,487,758 13,108
53. Valley 4,189 8,991 1:04 29,870,816 7,485
54. m^ATLANO 1,472 f,l89 1,28 17,802,925 13,229
55. fiSAUX 1,054 984 1.09 7,484,027 7,783
58. VELLOVSTONE 12,388 9,387 1.42 70,118,963 7,470
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Table V • D
Axmxial Income per Adult Worker In Montana and a Few Other Representative states in various Sections of the U* S#in 1930•
States TotalIncome ^Persons 10 yrs* of age and over gainfully oc- cunled***®
Annual Income per worker in dollars
New England 
Mass* 1,210,790 1,814,315 667
Middle Atlan. ■
K. Y* 5,292,568 5,523,337 998
E. North Centr* 
Ohio 1,158,558 2,615,764 442
MountainMont*Idaho 52^66531,962 216,479162,232 244197
Pacific
Wn*Calif* 276,9291,618,864 664,730 2,500,644 416647
So. Atlantic
Ga* 159,869 1,162,158 137
18* Statistical Abstract of the IT. S. 1933, U* 8* Depart­ment of Commerce, Bureau of Foreign and Domestic Relations, No* 55, pp* 177 and .65*
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Table V • E
Number of Oooupatlonal Workers SupportingEaoh 
Student in Montana and a few other rep­
resentative states*
States
Persons 10yrs* of age Students or older gain- Ages 5 - 1 9  fully oocunied" inclusive
ifumber of Work­ers supporting each student
Mass* 1,814,515 1,143,809 1*58
N. T* 5,523,337 3,234,338 1*70
Ohio 2,615,764 1,830,173 1*42
Mont* 216,479 160,523 1*34
Ida* 162,232 144,475 1*12
Wn. 664,730 412,328 1*13
Calif* 2,500,644 1,318,204 1.89
Geo* 1,162,158 1,027,606 1*13
19* Statistical Abstract of the U. S., 1933, U* S. of Commerce, Bureau of Foreign and Foreign Relations, No* 65,pp* 65 and 36.
Dept,
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In order to get a better picture of Just how well Mon* 
tana workers are able to support students in school, it may 
be well to direct attention to Table V * D which shows the 
rahk of Montana workers and their annual income in relation 
to the income of other representative states. New York 
workers earn annually about four times as much. Therefore, 
Montana workers should be expected to pay only about one- 
fourth as much per student in school. Table V * E shows 
these same representative states and the number of workers 
supporting each student of school age. Montana ranks 
fifth, with 1.54 workers and California first, with 1.89 
workers helping to support each student in school. Montana 
ranks next to Ohio in this respect.
Another good measure for the payment of bonded in­
debtedness is the assessed valuation behind each student 
(Table V - C) and behind each dollar in bonds (Table V - F). 
There seems to be wide variation, the counties of Beaver­
head, Broadwater, Judith Basin, Meagher, Mineral, Petrol­
eum, Sanders and Wheatland showing more than $14,000 of 
assessed valuation behind each student, while Carbon, Mus­
selshell, Lake and Roosevelt show only about one-third this 
amount per student. The leading counties in assessed val­
uation behind each dollar In bonded indebtedness are Broad­
water, Carter, Dawson, Powder River, Powell, and Sweet 
Grass which have more than $1,000 assessed valuation against
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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Table V - F
Conparisoxi of Aisseaiaed VRluatlon of all Countioa of 
ISozitcaia «m l B o a lM  Im lo b to ln a sa #  J'*m@ SO* 1000
CotmtT .... Tr’Xua.tlo.n. Xïidobtfr5jnoo3 natlo
Boavorhoad £l,«3f4aO 220,500 97.47
Bis Kora 17*D14,CC0 2t5,479 72.97
Blûlao £3,die*seo 1 4 0 ,0 0 2 167.20
Brmdwator 11#007*100 0,000 1209.60
Carbon B3#d24#043 1 0 0 ,0 8 8 H4.50
Carter 10#600#407 7,800 1559,10
Caaooda lB4,C7S#Gei 1,103,000 105,40
Cboutoau S1#6CS#177 05,776 453,40
Custer £G,d31#02a 155,000 147,30
Daniels I5#e57#012 172,500 75.40
Dsvsoa D3#37S#m 7,791 5000,20
Deer lodge Sd#lB5#670 £^,ai5 121.50
Falloa X4#17a,G17 6 0 ,4 5 2 2 3 4 ,5 0
Fergus 4 9 # 9 9 1 # 4 4 0 440,516 113.50
Flathead 41#752,47a 159,015 232,50
Gallatin 45,252,£00 250,001 101.00
Garfield 15,005,204 17,053 044.00
Glsoier 11,770,018 120,525 95,11
Golden Yslloy 0,750,543 53,816 203.09
Granite 10,æ0,C53 59,000 174.53
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Table V « F (oont*)
34.
Coimty AssessedValuation BondedIndebtedness Ratio
Hill 52,171,195 391,699 820.90
Jefferson 13,988,048 15,000 932.53
Juditb Bavin 25,172,162 63,363 397.20
Lake 18,172,289 225,000 54.09
Lewis & Clark 56,241,931 508,887 110.50
Liberty 8,579,699 36,601 234.40
Lincoln 17,974,684 110,770 162.20
Had! soli 18,112,219 31,528 574.40
MoCone 16,570,720 116,085 142.70
Meagher 15,955,361 72,222 193.20
Mineral 9,703,474
Missoula 51,165,374 392,000 130.50
Musselshell 14,401,587 132,412 108.70
Park 30,490,970 85,907 354.90
Petroleum 8,923,909 19,000 469.90
Phillips 21,383,143 829,078 95.34
Pondera 19,635,676 223,075 88.08
Powder River 9,923,088 1,809 5485.30
Powell 19,744,913 14,500 1361.00
Prairie 15,890,031 113,334 140.20
Ravalli 18,823,580 265,943 70.78
Richland 19,703,554 101,360 194.30
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Table - V-F (coxxt.)
County AssessedValuation bondedIndebtedness Ratio
Roosevelt 19,438,746 234,735 82.81
Rosebud S3,058,223 249,900 92.26
Sanders 21,241,635 171,599 123.90
Sheridan 21,376,166 110,773 192}90
Silver Bow 107,322,894 299,683 558.10
Stillwater 16,751,376 153,220 109.10
Sweet Grass 15,312,875 7*059 2175.50
Teton 21,849,392 110,400 197.90
Toole 22,615,756 128,171 178.00
Treasure 6,487,756 54,770 186.50
Valley 29,876,616 410,590 72.81
Wheatland 17,802,925 74,463 239.00
Wibaux 7,434,027 15,550 481.23
Tellowstone 70,116,962 653,072 107.30
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each dollar In bonds outstanding* Beaverhead * Big Horn, 
Daniels, Glacier, Lake, Phillips, Pondera, Rarilli, Roose­
velt, Rosebud, and Valley have less than $100 behind each 
dollar in bonds. The median for all counties vas about 
$464.00*
Summary
Chapter IX endeavors to determine where the bonded 
indebtedness of Montana is chiefly located.
1. The bonded indebtedness of each county was 
determined. The per pupil and per capita 
Indebtedness were then determined in each 
county. It was evident that some factors 
other than present population or number of 
pupils influenced the matter of school bond­
ing, for wide variations were discovered 
per pupil and per capita.
2. Two other measures were used; namely, the 
ratio between the number of workers per pupil 
in each county and the assessed valuation per 
pupil. The annual income of the occupational 
workers was compared with that of other states. 
The assessed valuation behind each dollar of 
bonds outstanding was found. These measures 
seemed to be satisfactory for measuring the bur­
den. . However, the units showed wide variation.
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Til© extent of this burden is determined by;
A* The ratio of bonded indebtedness to assessed 
valuation.
B* The ratio between the number of workers in 
each oouiifcy.
0* Assessed valuation per pupil*
3* The general conclusion concerning bonded indebted­
ness in the various counties is that it is mainly 
a policy of local finan-oial mana “̂orient which is 
manifested whenever there is a desire to improve 
conditions for pupils educationally*
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
sa.
Chapter III
The History of Bonded Indebtedness from 1080 to 1932, inclusive.
A study of the history of bonded indebtedness natural*- 
ly leads to three distinct investigations « n  of which are 
necessary to a correct interpretation of the existing sit­
uation: (1) a study of the amount of outstanding bonded
indebtedness by years or by larger units of time; (2) a 
study of the amount of money received from the sale of bonds 
over similar periods; and (3) a study of the amount of bonds 
paid or cancelled during those periods.
It will not be possible to check the figures of these 
three studies against each other since the amount of money 
received from the sale of bonds includes items of premium, 
discount, and current interest on bond revenue held in bank 
prior to settlement of contracts.
The first historical study deals with the figures or
outstanding bonded indebtedness* In the year 1891 the State
20Superintendent made the first report on bonded Indebtedness, 
IPrior to that time indebtedness had been reported in such 
a manner as to preclude any attempt at differentiating bond­
ed indebtedness frtna other indebtedness. Hence, it is pos­
sible to make a study covering only forty-one years which
2 0  ̂ 7th Biennial Report, p. 378, summary financial report.
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Table VI
Total School Bonds Issued in the School Districts of the State of Montana» Missoula County, and the City of Missoula,from 1880 to 1934 inc.
Date State Missoula Co.*̂ Missoula City
1880
1881
No report by State 
Superintendent •
1882 about District 2,500
1883 School bonds in 12,500
1884 the State until 15,000
1885 W. W, Welch, State 15,000
1886 Supt. of Public 15,000
1887 Instruction loade 15,000
1888 first report in 15,000
1889 7th Biennial Report 15,000
1890 p. 378 in 1891 15,000
1891 64,076.04 60,000
1892 354,455.76 60,000
1893 428,998.74 60,000
1894 469,477.74 60,000
1895 469,477.74 60,000
1896 469,477.74 60,000
1897 522,527.42 3,000 60,000
1898 522,527.42 3,400 60,000
1899 522,527.42 3,400 60,000
♦includes Missoula County High School
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Date State î-Iissoula Co. Missoula City
190'" 1 4,400 60,000
1901 720,535.86 4,400 60,000
1902 979,018.92 8, 200 60,000
1903 979,018.92 20,200 70,200
1904 979,018.92 20,200 115,200
1905 1,227,313.47 20,200 135,200
1906 1,460,355.08 22,000 135,200
1907 1,585,443.85 30,000 135,200
1908 1,842,436.61 37,700 135,200
1909 2,130,103.67 37,700 175,200
1910 2,210,091.00 55,900 227,200
1911 2,490,919.99 57,700 227,200
1912 3,049,542,20 82,950 227,200
1913 3,149,542.20 82,950 227,200
1914 3,907,733.83 82,950 252,200
1915 4,664,170.59 89,450 252,200
1916 5,207,768.27 89.450 292,200
1917 5,695,345.54 96,450 292,200
1918 6,689,225.04 171,450 292,200
1919 6,780,235.04 198,900 292,200
1920 8,402,219.90 371,400 497,200
1921 8,402,219.90 421,400 497,200
1922 10,960,940.07 421,400 497,200
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Table VI - cont.
Date State Missoula Co. Missoula City
192 ................^ 421,400 497,200
1924 11,669,347.28 421,400 497,200
1925 11,669,347.28 422,900 497,200
1926 11,878,649.33 422,900 497,200
1927 11,878,649.33 422,900 497,200
1928 12,909,458.07 422,900 497,200
1929 12,909,158.07 425,900 497,200
1930 15,995,183.87 631,900 497,200
1931 13,995,188.87 631,900 497,200
1932 15,615,202.04 651,900 497,200
Premiums 495,164.00
Estimated1903-04 500,000.00*
Total 16,610,966.00
♦Reports missing
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precede June 30, 1952. T2ie study in detail by years for the 
entire state is represented by Figure 6 which exhibits graph­
ically the data shown in Table VI. The latter shows by years 
the amount of bonded indebtedness outstanding for the state, 
Missoula County and Missoula City. Bonded indebtedness out­
standing, includes original issues plus payments by issue of 
new bonds. This method of procedure was begun in 1920. Up
to that time on).y money received from sale of bonds was re-
22ported in the Biennial Reports.
In 1920 the outstanding bonded indebtedness was
#7,088,470.95. lu 1922 the Seventeenth Biennial Report
showed that this amount had nearly doubled— #13,092,120.58 it
was reported. (Table 6-A). The next two years showed a
drop of more than a mlllicn dollars which amount persisted
during 1926 and 1927.
Then another drop of a zolllion brought the total state
outstanding bonded indebtedness to the ten million mark
where it has remained practically until the present time.
The last biennium showed some declination.
The early reports (1880-1891) to the legislature gave
very little attention to the financial condition of the
schools. In 1902 W. W. Welch, the State Superintendent of23Public Instruction in his 7th Biennial Report to the State
22. SixCeentii Biemiiaï Reifori (192ÔJ Part StatisticalReport of the School Districts in Montana for the year ending June 30, 1920. Supt. of public Instr.23. Seventh Biennial Report, op. cit.
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Leslslature - ’•To His Excellency, K. Toole,** the first 
gOTemor of Montana, gave a •*Stumaary Financial Report for all 
years (1690-1901) since Admission of Montana as a State.**
This report showed m>ney recorded from the sale of bonds by 
years by the state. In it the range was from $40,479 in 
1895 to $290,379 in 1692. The actual cash received by years 
from the sale of bonds in the state for all years is shown 
in thousands of dollars by the graph. Figure 5. This is 
quite indicative of what was and is happening throughout the 
state in the use of bonds by the school districts. During 
the decade 1900-1910 an average of about $200,000 was re­
ceived annually by the sale of bonds. This same level was 
maintained until 1914 when the World War began. At this 
time our state revenue, $500,000(plus) per year, more 
than doubled the previous decade yearly average from the sale 
of bonds for school purposes. In 1918 at the close of the 
World War the largest amount of money from the sale of bonds 
was received in the financial school history of the state
and the previous six year average, $500,000, was again more25than doubled. In the 16th Biennial Report $1,512,994.83 
is given as the amount received from sale of bonds under 
Financial Report of School Districts in Montana for year 
ending June 50, 1920. (Table 7I-B). At this point we
25. 16th Biennial Report, op. cit.
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Table VII
26The Population Pep-capita Bonded Indebtedness of the Fifty-elx
27Counties for Specified Tears 1900 - 1952
County 1900 1910 1918 1920 1922 1924 1926 1928 1930 1931 1932
1.Beaverhead .11 .45 14.76 37.45 ** 38.48 43.98 54.52 33.14 29.69
2.Big Hozn 2.44 24.31 35.92 41.24 24.80 31.03 29.23 28.73 25.63
3. Blaine .55 13.01 15.17 12.42 14.26 17.95 16.64 15.55 13.20
4.Broadwater 14.84 27.29 26.98 57.56 30.11 23.00 14.06 3.28 8.76
5*Carbon 1.67 .70 .75 10.72 27.45 23.30 26.42 28.54 15.99 15.60 11.99
6.Carter 4.84 11.90 12.70 9.12 6.55 2.88 1.00 1.30
7.Cascade 2.43 3.40 17.28 14.21 14.37 9.84 15.00 28.89 28.77 30.53
S.Choteau 3.11 15.46 14.52 38.87 8.87 8.19 7.95 7.62 6.83
9.Custer 1.26 3.58 1.37 14.73 41.91 7.34 13.77 9.80 1.30 17.17 5.08
10.Daniels* 31.50 22.20 22.55 32,68 31.03 30.24
11. Dawson 1.20 4.05 7.10 20.69 7.66 17.67 12.26 1.02 .79 17.35
12.Deer Lodge .28 - — 40.20 2.13 1.39 1.27 12.02 17.24 17.25 10.18
13.Fallon .79 12.97 14.53 16.24 15.10 19.03 14.29 13.23 13.74
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Table 711 » cont.
County 1900 1910 1918 1920 1922 1924 1926 1928 1930 1931 1932
47.Silver Bow 1.24 1.22 71.57 63.78 6.39 5.26 5.26 5.26 4.50
48.Stillwater 8.72 26.39 36.50 34.71 35.01 35.28 31.12 29.51 27.59
49.Sweet Grass • 54 5.44 15.81 20.40 13.91 10.39 5.07 3.04 1.78 2.33
50.Teton .86 15.02 36.21 43.89 46.11 40.33 17.54 19.18 18.19 16.89
Sl.Toole 2.65 31.89 34.35 34.12 25.33 20.73 17.11 20.25 28.44
52.Treasure 19.10 49.52 33.92 33.04 27.44 : 24.30 20.93 20.28
53.7alley .17 2.64 3.19 19.23 23.80 18.72 35.64 :36.17 "36.69 33.48
54.Wheatland .75 29,02 20.43 29.47 31.39 33.02 [27.41 3 2 4 .9? 20.17
55.Wibaux .95 16.60 16.46 16.19 15.35 9.61 1 7.35 I'5.62 5.09
56. Yellowstone .11 2,39 4.72 17.09 33.43 31.97 28.99 25.09 E23.86 -21.21 17.91
Median .55 1.44 3.18 17.52 27.17 25.38 23.05 31.89 19.30 1^.55 17.11
*These counties have been organized since 1920.
26. 15th Federal Census of the United States,
27. Population Bulletin, p. 4». Montana#
**No report to State Superintendent.
Ol
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reach an orgy of high hondlng In Montana aohool financial 
history* In 1922, following the slight financial depres­
sion of 1921 #2,558,721.17 Was derived from the sale of 
bonds and the 17th Biennial Report of the State Department 
of Education showed that our "outstanding School Bonded In­
debtedness" had reached the stupendous sum of #13,092,120.58. 
(Table VI-A).
The "high" for bonding in Missoula County was reached 
in 1920 when #72,500 (Table XI) was received from the sale 
of bonds. In 1897, bonded indebtedness for Missoula County 
schools was first recorded in the books of the county treas­
urer's office. The first issue amounted to #3,000, By 
August 15^ 1932 a total of #202,900 had been received by the 
county. For the City of Missoula out of a net bonded indebt­
edness of #477,000 which does not include any refunding bond 
issues, practically one-half of this amount (#205,000) was 
received by the city in 1920. The necessity for heavy bond­
ing came somewhat earlier in Missoula County than in the 
state (1922) as a whole. The figures above have no refer­
ence to Missoula County High School finances which are treat­
ed separately.
A detailed study of the relation of population Increases 
to increases in school bonded indebtedness is shown in Table 
VII which gives the per-capita Indebtedness by specified 
years from 1900 to 1932 (inc.) on a basis of population re­
ported in U. S. Census Reports.
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The table clearly Illustrates the trend of population 
and of indebtedness increases. Each county shows great var-* 
latiens when considered by decades* Wide variations appear 
among counties for any given year* A summary table (Table 
Till) illustrates come of the variations.
Table Till
Tarlations in Population Per-capita School Bonded Indebted­ness of Counties for Specified Years, 1900 to 193S*
Year Maximum County Minimum County hypotheticalMedian*
1900 Carbon 1.67 Several Co. .00 .245
19X0 Meagher 4.96 « n .00 1.00
1920 Madison 61.34 Granite end Powell .00 15.611922 SilverBow 71.57 Deer Lodge 2.13 23.981930 Fergus 38.30 Mineral .00 18.29
1931 TeüLley 36.69 Mineral .00 18.095
1932 Rosebud 44.03 Carter 1.50 17.82
*The median or middle case has half the number of cases above and half the number of oases below it*
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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In Chapter II, it developed that existing indebted­
ness was not on a basis of population. The historical study 
shows that the increase in bonded indebtedness as shown by 
per-capita figures has not followed similar increases in pop­
ulation. Clearly population increases or decreases are not 
responsible for large bonded indebtedness increases or de­
creases.
It was also shovm in Chapter II that existing bonded in­
debtedness was not in proportion to the pupils who presumab­
ly were benefitted by the expenditure for which bonds were is­
sued. A study of the per-pupil indebtedness over a period of 
years is here undertaken. In Table IX are the per-pupil fig­
ures for bonded indebtedness for specified years from 1900- 
1932 (inc.).
The variations in per-pupil indebtedness for the period 
studied are fully as great as were those for population per- 
capita debt. The following exhibit gives the range and med­
ians for the thirty-two years studied. It appears that the 
maximum county per-pupil indebtedness for 1922 was nearly 
four times as great as in 1910, while the minimum county per- 
pupil indebtedness was more than thirteen times as great as 
the minimum county in 1910 and the median nearly thirteen 
times as great as the median in 1910. These measures indicate 
that the increase in bonded indebtedness has not been accord­
ing to increasing average daily attendance, but further anal­
ysis of the situation should be undertaken.
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Table VIII-A
Variations In Population Per-pupll Bonded Indebtedness of Counties for Specified Years from 1900 to 1932.
Tear Maximum County Minimum County SypotheticaiMedian*
1900 Carbon $ 13.55 Several Cos. .00 # 3.25
1910 Meager 79.61 m " .00 9.48
1920 Mineral 215.84 Granite & Powell .00 85.99
1922 Glacier 299.01 Granite 13.24 122.31
1950 Meagher 220.86 Mineral •00 100.00
1931 Meagher 327.57 Mineral .00 101.64
1932 Rosebud 239.63 Sweet Grass 1.14 78.15
‘•'The median or middle case has half the number of oases above It and half the number of oases below It.
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Per Pupil Bonded Indebtedness of the Fifty-six Counties 
for Specified Years, 1900 - 1952
County 1900 1910 1918 1920 1922 1924 1926 1928 1930 1932
Beaverhead 3.00 91.51 219.53
ïhReport 226.00 266.57 204.36 163.71
Big Korn 22.87 181.10 187.64 231.24 198.79 182.68 166.97 127.20
Blaine 2.27 77.90 94.69 96.15 85.18 106.29 74.88 57,96
Broadwater 59.23 152.15 144.94 248.32 190.56 124.01 74.61 42.03
Carbon 15,55 .64 3.85 52.37 120.03 102.58 108.89 114.28 66.47 47.59
Carter 28.21 65.00 71,25 48.91 37,65 15.48 6.45
Cascade 23.11 17.51 100.17 78.72 75,99 55.66 84.54 149.81 146.05
Choteau 13.78 78.59 73.30 180.17 51.07 40.15 36.89 30.59
Custer 12.44 36.14 6.73 96.66 245,45 41.97 79.55 51.44 6.46 25.18
Daniels 152.72 169.88 106.29 94.77 125.60 120.83
Dawson 2.32 15.59 39.23 105.65 33,95 83.61 60,52 4,40 74.15
Deer Lodge 2.80 31,30 18.47 11.84 10.47 101.41 144.37 82.68
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lRV@8tlgatlozi of Table XX shows that twenty—seven 
counties showed a gain in bonded indebtedness from 1918 to 
19S2» eight of which showed a falling off of bonded Indebted­
ness between 1910 and 1918. Twenty-three counties showed a 
steady gain in the use of bonds beginning as far back as 1910. 
In 1930 we have a decidedly different picture, when all but 
eight of the fifty-six counties had reduced their per-pupil 
bonded indebtedness. The following counties: Cascade, Deer
Lodge, Granite, Judith.Basin, Pondera, Prairie, Ravalli, and 
VJheatland showed a gain in bonded debt in 1930 as compared
with 1922 just following the World War. Judith Basin County
23was not organized %hen the census was taken in 1920. Of 
the eight counties above, five showed a gain in population 
in 1930 over 1920. This might demonstrate a close correla­
tion between increased bonded indebtedness and increases in 
population. However, of the remaining forty-eight counties 
of the state only nineteen showed an increase in population 
while all forty-eight counties showed a decided reduction 
in bond burden, which clearly demonstrates that factors other 
than the increase in the number of pupils who are enjoying 
the benefits of the school have been functioning in the rapid
increase of indebtedness.
In Figure 5 the growth of the indebtedness has been in­
dicated by showing the amount of Indebtedness which was out-
28. 15th Federal Census of the U. S. (1930) Mont.
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8tending at the end of each sohool year. The culmination Is 
In 1922, when the amount of outstanding Indebtedness became 
$13,092,120.58 A  study has been made of the distribution 
of the accumulated Indebtedness among counties at different 
periods (Fig. 8). Table X  shows the amount of bonded indebt­
edness which had accumulated from 1880 to 1932. This table 
was derived by adding amount derived each year from the sale 
of bonds by decades which gives a grant total of $16,006,215 
(no premiums) received by the entire state in cash from sale 
of bonds.
Table X
The Accumulation of #16,006,215 of Bonded Indebtedness by Decades, 1880 - 1932, Inclusive.
Decade Amt. of Indebtedness Incurred
1880 none
1890 none
1900 #576,342.59
1910 2,133,748.41
1920 6,083,138.90
1930 5,592,970.97
1932 1,620,014.17
Total #16,006,215.04
29. 223, Biennial Report, p. 12, State Dep’t. of Education.
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o
Figure 6
Accmnulation of Bonded Indebtedness for entire state from 1680 to 1932 by decades*
Based on table I.
Bonds • «  ........ $16,006^215.04Prmiiums* • • • . • . 495,764.00
Total . . . . .  .$16,501,979.04
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Here again, is illustrated the fact that the last two 
decades have been prolific of heavy bonding. These two show­
ed more than ten times as much bonding as the decade ending 
in 1910. Although the two-year periods ending in 19EG and 
19EE, respectively, showed our heaviest state bonding, the 
two two-year periods ending in 1928 and 1930, respectively, 
(see Table XI) with one-half as much bonding showed practical­
ly twice as much money paid on the bonded debt (see Table 
XII). This tendency of reducing very drastically outstand­
ing bonded indebtedness will also be shown in the 22d Bien- 30
nial Report#
Figure 6 represents graphically the distribution of the 
$16,006,215 as given in Table X.
The analysis of the present accumulation of Indebted­
ness reveals the fact that the present school generation 
cannot cite the debt program of the past as a justification 
of the present tendency to incur debt.
The bonded indebtedness of any year is primarily depend­
ent upon the amount of bonds issued in that year and in prev­
ious years. In the State of Montana the period over which a
31bond issue may extend is limited to twenty years.
30. EEd Biennial Report for 1932 of the State Supt. ofPublic Instruction.31. School Laws of the State of Mont. ch. 25, 1931, Session
Laws, p. 62, sec. 4.
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Table XI
Tke Amount Received from the sale of school Bonds In the State of Montana, Missoula County, and the City of Missoula from 1880 - 1932.
Date State* allssoulaCounty** City of Missoula
1880 (Old Dist. Mo. 3)
1883 2,500
1883 10,000
1884 2,500
1886
1888
1890
1891 64,076.04 45,000
1893 290,379.72
1893 74,542.98
1894
1895 40,479,00
1896
1897 53,049.68 3,000.00
1898 400.00
1899
1900 55,815.07 1,000.00
1901 144,193.27
1902 258,483.06 3,800.00
1903 253,000.00 12,000.00
1904 253,000.00 45,000
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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Date Ota te i'-iesoulaCounty City oficr:oula
XDC5 248,209.55
1906 233,030.61 1,800.00
1907 125,088.77 8,000.00
19C3 256.902.76 3,700.00
1909 287,067.00 40,000.00
1910 179,987.33 18,200.00 52,000.00
1911 280,828.99 1,800.00
1012 558,022.21 23,250.00
1913
1914 753,101.60 25,000.00
1913 756,446.71 6,500.00
1016 545,587.08 40,000.00
1917 467,587.27 7,000.CO 57,000.00
1018 1,193,679.50
1919 27,450.00
1020 1.512,994.60 72,500.00 205,000,00
1921
1922 2,550,721.17
1924 700,407.21
1025 1,500.00
1026 209,302.03
1020 1,030,609.74
1029 
>1 1 —
I 3,000.00
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Date State Missoula City ofCounty Missoula
1930 1,085,730.80 6,000.00
1932 1,620,014.17
1934
Total 16,112,215.04 202,900.00
Premiums 495,764.00
$16,697,979.04
GRAIÎD TOTAL 579,000.00
Paid by 6/30/33 317,000.00
262,000.00
Paid by 6/30/34 128,000.00
Eal. unpaid 6/19/34 134,000.00
report by State Superintendents about State school bonds 
until W. W, Welch, State Superintendent of Public Instruction, 
in 1902 in the 7th Biennial Report p. 578 made a "summary 
Financial Report for all years since administration of Ilontana
as a State".
**Does not include ilissoula County High School bonded indebt­
edness#
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Table XI-A
Comparative Statement of Bonds Sold and Bonds Cancelled 
by Years from the Inception of School Bonding in Montana
« o
0 0 4*
M  4* A P»4»
lags
a 4» *O OJ ̂
« CO ft
Received
from
Sale
of
Bonds
Amount
Paid
to
Cancel
Bonds
1891-3 354,455,76 115,424,67
1893-4 74,542.98 45,260.58
1895 40,479.20 69,306.56
1897 53,049.68 53,074.45
1900 144,193.27 130,542.25
1901-2 258,483.06 248,204.78
1903-4 (Never published) (Never published)
1905-6 481,336.16 100,405.42
1907-8 332,081.53 78,133.56
1909-10 467,654.39 362,732.31
1911-12 839,451.20 570,358.41
1913-14 758,191.68 379,303.58
1915-16 1,300,034.39 902,931.31
1917-18 1,672,466.77 1,137,990.12
1920 1,512,994.86 925,211.70
1922 2,558,721.17 1,118,800.29
1924 700,407.21 1,348,864.69
1926 209,302,05 1,207.012.89
1928 1,030,809.74 1,202,309.49
1930 1,085,730.80 1,366,594.20
1931 1,030,491.70 1,063,699.90
1932 589,522,47 754,235.84
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Section 4. "Ko School District bonds shall be issued for a longer period than twenty (20) years, and such bonds may, at the option of the school district, be made redeemable on any inter­est due date prior to their maturity; provided, however, that such redemption right must be stated on the fact of each bond; providing that bonds is­sued to refund or redeem any outstanding bonds shall not be issued for any period in excess of tea (10) years."
Bonds may be issued for shorter periods than twenty 
years as the above extract shows. However, If a bond issue 
is floated to cover the full period of years, it follows 
that the one issue influences the amount of outstanding bond­
ed indebtedness for the following twenty years. In the re­
ports received by the State Superintendent from the various 
counties, in a column which gives the amount of money "re­
ceived frcm the sale of bonds”, the State Superintendent has 
attempted to have this amount analyzed by the county super­
intendents into (1) the amount of the bond issue; (2) the 
amount of the premium; and (3) interest which has accumulated 
in money received but not immediately spent. The analysis 
of the amount received from the sale of bonds into these 
three divisions has never been sufficiently complete to per­
mit any separate report of the three items. Consequently, 
the amount received from the sale of bonds, as has already 
been suggested, usually includes more than the face of the 
bonds issued. There are some reports, however, where the 
item of discount has been so large that the face of the bonds 
exceeds the net proceeds of the sale even when the accumulat-
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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©d interest is added to the net proceeds. Legally, no dis­
count is allowable as no bonds are supposed to be sold below 
par, but bonds have been and are sold below par. The ex­
planation is that although it is illegal to sell bonds below 
par, there is nothing to restrain any board from disposing 
of its bonds at a discount so long as no taxpayer raises ob­
jection. The eases in which discount is necessary in order 
to consummate a sale are few la comparison with the eases in 
Which a premium is offered. It follows naturally that the 
amount of money received from the sale of bonds plus the bonds 
outstanding at the beginning of the year, minus the amount 
of bonds paid, almost never equals the actual outstanding 
bonds at the end of the year. There is usually a credit due 
to the premium and accumulated interest.
It should be noted here that there was a change in the 
terminology in the report of 19SO, which has influenced the 
reports somewhat. Prior to that date no column in the back 
of the State Superintendent’s Biennial Reports was headed 
•School Bonds Outstanding." In this same report (1920, Part 
II (o)) the State Superintendent under the general heading 
"Liquidation of Debt" subhead "Redemption of Bonds" in a 
column headed "Payment by Issue of New Bonds" tried to dis­
criminate for the first time between payments in bonds by 
cash and by issuing new bonds. This finer discrimination 
has entailed more work on the part of the State Department
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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but It bas pointed out that when new bonds are issued in 
Xieu of already outstanding bond issues, "outstanding bond­
ed indebtedness" is not being reduced any. Post£.oning the 
day of payment is what actually occurs.
^ble XT represents the amount of money received from 
the sale of bonds for each year from 1880 to 1932. Figure 
7 shows the same series of facts in graphic form. This line 
represents forty—three years experience in bonding.
A third Inquiry deeils with bond payment. Whether money 
be borrowed by a government, a corporation, or an individual, 
at some future date the borrowed money must be paid back.
In the case of governmental borrowing, such money is common­
ly paid back out of funds derived from taxation in one form 
or another. In the case of school debt in Montana, the tax­
ation Is direct. The same acts which enable school districts 
to bond require that an annual levy must be made to pay eith­
er the serial bond and interest due each year, or to estab­
lish a sinking fund which will pay off all the bonds at the 
date of maturity. By this legislation, the state has set 
up machinery for the repayment of the borrowed money.
Serial, amortization, and bonds with a single date of 
maturity (straight) have been Issued for school purposes in 
Montana. By far the greater part of the bonds have been of 
the amortization type. V/here the county superintendents* re­
ports have indicated the type of bonds used, the following
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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relationship is shown from the State Superintendent* s files 
for 1931:
Type of Bond Used Number of Districts
Coupon* 164
Amortization 151
Serial 112
Recently the issuance of amortization bonds as contrasted 
with the other types has been Increasing.
In Montana three types of bonds hare been sold to secure 
funds for building, equipping, and refunding older issues. 
Originally, the "straight" bond was almost invariably used 
but recently because of some special bonding legislation pass­
ed in 1927 the use of amortization bonds is practically com­
pulsory. Unless these cannot be sold and disposed of at a 
reasonable rate of interest, then, serial bonds may be issued.
" All bonds hereafter issued by any school district in
this state shall be amortization bonds, if bonds in this form
can be sold and disponed of at a reasonable rate of interest.
If amortization bonds cannot be sold and disposed of at a
reasonable rate of interest advantageous to the people for
whose benefit the same are issued, then in such case serial
B Coupon - may be either Amortization or Serial.of county superintendents to State Superintendent did 
not clarify which type is meant when word "coupon is 
used.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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bonds may be issued in place of amortization bonds.
Tbis same act tben proceeded to define amortization 
8cbool bonds for Montana. Tbe term "amortization bonds"^ 
as used in this act, is hereby defined as meaning that form 
of bonds on which a part of the principal is required to be 
paid each time Interest becomes due and payable, which part 
payment on the principal increases at each succeeding in­
stallment in the same amount that the interest payment de­
creases, so that the combined amount due on principal and 
interest on each succeeding date remains the same until the 
bonds are fully paid; provided, however, that the final pay­
ments may vary in amount from other payments to the extent 
resulting from disregarding fractional cents in other pay­
ments.**
The term "serial bonds", as used in this act, is here­
by defined as being a bond, issue payable in equal annual in- 
stEllments, one installment, consisting of one or mare bonds, 
becoming due and payable each year, the amount to be paid 
and redeemed each year being determined by dividing the total 
amount of the bonds to be issued by the total number of 
years the issue is to run; provided, however, that the in­
stallment becoming due and payable the last year may vary 
in amount from the others to the extent resulting from fix­
ing the amount of each bond of the other installments at the 
nearest practicable multiple of ten dollars.
32* School Laws of State of Montana, 1931, ch. 147, under 
Bonds, sec. 3, p. 81.
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Flgrure 8
AGoimulatlon of Bonded Indebtedness by decades 
1880—"1932# Based on Tables XL and HI.
Bonded Indebtedness paid during each period,
Excess of money received from, bonds over money paid on boz^ed indebtedness.
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Figure 8 shows how the Indebtedness has piled up, dec­
ade by decade for Montana schools, m c h  period is represent­
ed in two shades* The white represents the amount of bonds 
canceled during the period. The black represents the ex­
cess of money received from the sale of bonds over the a- 
mount of money set aside for the cancellation of bonds* The 
black and white of any period taken together represent the 
amount of money received from the sale of bonds. The entire 
surface represents receipts totaling #16,501,979*04 bonding a 
period of forty-two years, from 1880 to June 50, 1932. a s  
has already been stated, it is not possible to check the fig­
ures for bonded indebtedness outstanding, amount of money 
received from the sale of bonds, and the amount paid In bonds 
very accurately because of items of premium, discount, and 
accumulated Interest which occur in the amounts, reported as 
"received from the sale of bonds." Calculation of the var­
iation Wtween the expected total and the actual total 
shows an excess for receipts from the sale of bonds of 
#495,764*00* The figure indicates clearly when the present 
indebtedness has accumulated* As may be eapected large 
increases in bonding result in rapidly increasing accumula­
tion of debt*
In 1924 Montana receipts from the sale of school bonds 
dropped one-fourth (see Table H). In 1926 the receipts re­
duced the 1924 amount another two-thirds from the 1924 level
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Table XII
Amoimt of Principal paid on School Bonds from 1890 to 1932 
In the State of Montana, Missoula County, and the
City of I.’[issouleP®
Year School Bonds paid 1n Montana School Bonds paldb:vByCash By issue of refund­ing bonds
Bypremium MissoulaCounty MissoulaCity
1890
1891
Nothing I report•eported in ;s ■"iennial775.00
15.000
45.000
1892 3,215.73
1893 83.50
1894
1895 586.35
1896* 17,889.25 4,687.08
1897 6,055.38
1898 26,191.90
1899
1900 87.264.41 40,992.60
1901 26,374.68 10,205.74
1902 102,953.19 43,607.39 45,366.25
1903 10,000
1904 45,000
1905 133,943.77 4,715.79 12,650.00
1906 28,931.17 3,306.38
1907 95,656.18 516.46 .—
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Year i'chool }jonas pild in Lion tana Scliool I'Oiids xajd bvBy cash By issue of refund.bonds By Premium MissoulaCounty MissoulaCity
1908 63,929.61 4,189.54
1909 82,651#57 3,959.22 40,000
1910 99,818.66 4,897.41 52,000
1911 176,528.29 18,641.35
1912 160,428.63 9,105.13
1913
1914 196,517.27 5,803.45 5,100.00 25,000
1915 248,679.97 10,325.39
1916 208,912.38 7,463.71 5,000.00 40,000
1917 253,307.60 33,353.68 72,000.00 28,000
1918 383,611.82 128,546.68 10,000.00
1919
1920 390,273.30 119,511.74 37,366.65 6,012.00 100,000
1922 664,997.40 236,549.02 7,039.21 24,693.20
1924 555,466.01 68,417.40 2,287.12 30,242.00
1926 1,047,312.88 50.985,96 391.00 29,239,46
1928 1,112,265.35 36,820.00 3,597.00 800.00
1930 1,263,635.69 26,574.89 25,091.86 90,440.65
1931 1,533,300.91 77,285.27 63,170.54
1932 1,334,786.53 148,009.06 16,587.62 50,329.90
%tel 9,295,658.52 764,150.00 495,764.00 386,894,96 400,000
SSÎFourth and Fifth Biennial Reports,
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îmt in X928 and 1930 a second "high" was reached when the 
million dollar mark was again gained which dropped to a new 
"low" level by Montana schools returning (Table HI, p. 76 
years 1931-32) to bond holders almost as much as was re­
ceived from them in 1932. Nearly half of the money received 
in the state from the sale of bonds from 1900 to 1932 was 
received during the decade ending in 1920. One-half of the 
bonds paid since 1880 have been paid during the last twelve 
years. Six-sevenths of the outstanding debt has accumu­
lated since 1910. Our largest sale of bonds was during 
the biennial periods ending with the years 1920 and 1922.
Our largest payments were made during the biennial periods 
ending with 1926, 1928 and 1930 when more than a million 
dollars each period was "lopped off" our bonded debt. Heavy 
bonding in 1928 and 1930 may be accounted for primarily by 
the heavy building programs in Deer Lodge and Cascade count­
ies. Cascade alone extended its bonded indebtedness a half 
million dollars. It is very evident that the State of Mont­
ana has had no past experience in the payment of school in­
debtedness which can compare with the experience in debt 
payment ahead of the coming generation.
A comparison of the lines which represent the amount 
received from the sale of bonds and the amount paid on the 
principal of bonded indebtedness offers an opportunity to 
analyze the growth of bonded indebtedness from another point
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of view# Figure 7 shows the curve of annual debt payment 
end the curve of the amount received from the Incurring debt 
graphed on the same scale for the period of fifty-two years, 
1880-1952. Table 2X1 shows the data from which the curve 
for the payment was determined.
Summary
This chapter gave a history of bonded Indebtedness of 
Montana schools.
1. It was found that little bonding was done 
In the early history of the state.
2. The orgy of high bonding la Montana finan­
cial school history was reached In 1922 
following the World War; In fact, the two 
decades ending In 1920 and In 1930 were 
prolific In heavy bonding.
3. The three two-year periods ending in 1928,
1220 and 1932 showed more money paid for re­
demption of bonds than was received from the 
sale of bonds.
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Chapter IT 
Reasons for Bonded Indebtedness
The development of bonded Indebtedness has been traced 
through a period of forty-three years* The investigation 
has revealed that much the greater part of the accumulated 
indebtedness is traceable to the years immediately follow­
ing the World War and to the last three years of this study. 
It has been shown that the increase in indebtedness cannot 
be explained wholly or even largely either by increases in 
population or by increases In daily attendance. It has been 
pointed out that much of the increase has been dependent up­
on the type of school which a community has chosen to support
in the past and plans to support in the future. A few sug­
gestions of causes underlying the effect of typo of school 
on the accumulation of debt have been offered incidentally.
Â detailed discussion of causes is undertaken in this chap­
ter.
The causes of rapid increr;s© in bond issues after the 
World War were: Montana cities and tov/iis grew rapidly;
•high schools _;rew in size and number; fulfillment of accredit­
ing standards wa» required; buildings bocame obsolete; 
more diversified plants were de...ia>ided, such as gymnasium 
and auditorium; almost all b c.joI building was suspended 
during the World War, wliich y-ut building accomodation
far behind the needs; the ease with
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INCREASE IN POPULATION IN CITIES OP OVER 2,000 POPULATION PROM 1800 «  1930
34
■ D
CD
(/)
o'3O
8
(O'
3.
3"
CD
CD
■ DOQ.Ca
o
3■DO
CDQ.
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CD
C/)
C/)
CITY 1890 4 .. 1900 . 1910 . ... 1920 1930
Anaconda S,973 U7.8 9,453 7.2 10,134 15.1 11,668 7.1 12,494
BILL!NO* B36 285.3 3,221 211.4 10,031 90.5 15, TOO 6.5 >6,380
BOZEMAN 2,143 9.9 3,419 4.9 9,107 2.1 6,183 1.1 6,855
BUTTE 10,723 184,2 30,470 23,5 39,169 6.2 4|,6|1 -5 39,532
DEER LOOQC 1,403 -9.9 1,334 9.4 2,570 4.7 3,780 -7 3,910
DlllON l,OU 4.V 1,530 1.9 1,839 4.7 2,701 -10.8 2,422
fiLASOOff 1,158 4,8 2,659 —>6,7 2,216
Glcndive 2,428 1.1 3,816 2.1 4,629
Great f alu 3,979 275,2 14,930 -6,6 13,948 72.9 24,121 Ï9.9 28,822
Havre 1,033 25 3,624 4.9 5,429 1.7 6,372
HELENA 13,834 *̂ 2.V >0,770 16.2 12,519 -3.8 12,037 -1,9 11,803
Kali ̂ ell 2,326 ir.1 5,549 -7.2 5,147 1.6 6,094
lAUREL 806 17.6 2,239 1.3 2,538
UwlsrowN 1,096 io.7 2,992 10.4 6,120 —12.4 9,358
LIVINOSTON 2,830 -2.5 2,778 9.2 5,359 1.3 1 6,311 1.3 6,39̂
miles CITY 956 1102,7 1,938 Î4.2 4,697 6.8 7,937 -9.6 7,175
MlS90ULA 3,426 27.4 4,366 104.8 12,869 - 1.6 12,668 15.7 14,657
PROJECT 2,824 -3.3 2,730
RED LODOE 624 246.5 2,152 12.3 4,860 —7,1 4,513 -32.9 3,026
ROWCUR 1,513 6.1 2,434 5.9 2,577
SHELBY 537 27.3 2,004
Warm Sprinqs 1,587 2.6 2,003
WHITETlaH gA 1,479 9.3 2,867 -2.2 2,803
.... _ Prom Pcdcral census  por 1930 .......... -..........
82.
«bleh money vas raised during the World War developed a 
spending attitude reaching, perhaps, even the schools; 
funding debts were easily floated#
A large proportion of the urban centers of the state 
have been Increasing In population, and many of them rapidly 
notwithstanding the statement made earlier that thirty-two 
of the flftyslz counties In the state showed a decrease In 
population between 1920 and 1950. Table Ull exhibits the 
figures for the population of all cities which had a popula­
tion of over 2,000 in 1950, for the years 1890, 1900, 1910 
and 1920.
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It is apparent that some Montana cities had real prob­
lems in financing schools because of such large increases in 
population even during single decades.
1890 1900 Anaconda Doubled its population
1890 1900 Billings Quadrupled Its population
1890 1900 Butte Trebled its population
1910 1920 Glasgow Doubled its population
1890 1900 Great Falls Trebled its population
1900 1910 Havre Trebled its population
1900 1910 Kalispell Doubled its population
1910 1920 Laurel Nearly trebled its population
19001910 19101920 Lewistown Nearly trebled its population and doubled ** **1900 1910 Livingston Nearly doubled its population
1900 1910 Miles City Doubled its population
1910 1920 •t «t Nearly doubled its population
1900 1910 Missoula Nearly trebled its population
1900 1910 Red Lodge Trebled its population
1910 1920 ft # Nearly doubled its population
1920 1950 Shelby Quadrupled its population
1910 1920 %itefish Doubled its population
There must have been somewhat similar increases in the 
number of pupils in average daily attendance in public 
schools. The burden of housing such increases in population 
inevitably requires increased capital outlay charges.
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When rapid Increases In population occur, the burden of 
supporting schools becomes disproportionately heavy. The 
children who come with the influx of population must be ed­
ucated from the day on which the influx begins. If the com­
munity erects additional residences which are occupied as 
soon as completed, the children of the new families begin 
their education in the community immediately. The revenue 
for supporting schools which should come from such expansion 
in property is deferred from one to two years because of 
the time elapsing between the date of erection and the date 
of the first collection of taxes. As a result, the prob­
lem of current finances becomes a serious one. There must 
be additional capital outlay as well as additional current 
expenditure for such children. Furthermore, expansion in 
costs is paralleled by increased unit costs. "In the past
forty years {1880-1920) in cities, school cost has trebled
55while the assessed value of property has doubled." A 
common practice has been to finance the current expenses out 
of current tax receipts and to issue bonds to distribute 
capital outlay over a period of years.
Normal plant extension, however, only partially accounts 
for the increases in school indebtedness exhibited in Chap­
ter III, even for growing urban centers. Population gains
35, W, Randolph Burgess, Trends of School Costs, (1920), p, I3d,
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in Montana have not paralleled increases in indebtedness 
since 1910, although a fairly close parallelism existed up 
to 1920. Since that time in spite of the fact that Montana»s 
population dropped from 548,889 in 1920 to 537,606 in 1930, 
new bond Issues have been floated. The general aTeraga per- 
capita population (see Table VII) for 1920 was #12.91, in 
1922 it rose to #23.62,in 1924 it was #21.66, and in 1926 it 
was still as high as #20.70 per-capita with our state popula­
tion showing general declice. . Clearly, causes other than 
the expansion of plant to house increased enrollments must 
have been operating. ,
The secondary school program in the state has constitut­
ed one of the chief causes of increase in bonded indebtedness. 
The Billings, Custer County, Dawson County, Fergus County, 
Great Falls, Flathead County, and Missoula County high schools 
substantiate this point. The city or county superintendent 
or the town high school principal,if dynamic individuals and 
disposed to urge the establishment of larger and better high 
schools, might become and sometimes did become a real in­
fluence in the extension of the high school program in his 
city or county. Such projects in education thus became a 
cause of the increase of indebtedness.
Information as to the amount of indebtedness for high 
schools of twelve year systems is not available. There has 
been no differentiation of bonded indebtedness between sec-
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ondarj and elementary schools In the reports from the county
superintendents on file in the State Superintendent’s office.
There must be a very considerable amount of such indebtedness.
There is little doubt that the original bonded indebtedness
incurred for county high school buildings, plus the original
bonded debt for high schools of the twelve-year systems would
make the secondary education program responsible for at least
half of the total outstanding bonded debt.
Other influences to which are attributed a part of the
indebtedness for high school purposes are •recognition" of36
high schools by the State Superintendent’s office and ac­
crediting by the Greater University of Montana. In several 
communities the ezplanation which was offered by people of 
the community for erecting a new building was that if they 
had not done so, the high school would not have received 
"recognition" by the state. Other communities attributed 
their indebtedness to the accrediting regulations of the State 
University. Of course these people were misinformed as the 
State University does no accrediting. It is worth noting 
that the "State H. S. Supervisor of the State Department of 
Education", on request, inspects high schools not previous­
ly accredited, if the request is accompanied by a report of 
the school which shows that it merits such inspection. Pro­
vided, however, "When the board of trustees of any school
36. "Standards of the State Board of Education for Ac­crediting High Schools," Montana Educational Directory, p. 65.
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district desires to establish a high school it shall petition 
the Superintendent of Public Instruction prior to June 1 of 
the current year for permission to do so,®^ The Ünirersity 
requires no community to enter upon a building program, but it 
has the indubitable right to demand that those students who 
enter it shall have an opportunity to secure a standard high 
school education in a bona fide institution.
No community needs to support either a "recognized" or an 
•accredited" high school. The tuition of any high school 
pupil is paid by the non-high school territory, if a "recog­
nized" high school is not maintained in the district in which 
he lives. It follows that any community which incurs indebted­
ness in order to provide a building which will insure "recog­
nition" or "accrediting" is itself responsible for entering 
upon the program of plant expansion and has no just cause for 
attempting to shift the responsibility to the state depart­
ment or to the University entrance requirements.
It is well to remember that entrance at the University 
of Montana may be by examination. The University does not 
exclude pupils who come from non-aocredited high schools. It 
simply refuses to extend the privilege of entrance to such 
pupils without some system whereby the University may know 
whether or not these students have sufficient educational
57. School Laws of Montana. Title III# ch. I, sec. 28, 
p. 131.
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background to carry on with the work offered to entrants.
If the coommity Is ambitious to meet the conditions pro­
scribed for accrediting, the community and not the University 
is responsible for the outcome.
In certain counties, schoolmen place the responsibility 
for much of the bonded indebtedness for schools among «man 
districts, upon the regulations relating to sanitation and 
hygiene. Old buildings in rural communities have failed to 
meet the requirements and consequently have in some cases 
either been replaced or remodeled.
In the fifty-six counties studied, the total bonded in­
debtedness for the 318 rural schools, not having less than 
twenty students In average daily attendance, was #434,715. 
This bonding of course was for a H  purposes including sani­
tation and hygiene. Dividing this by 11,207 students in aver­
age daily attendance we get #38.78 per pupil. Hence, the 
regulations relating to sanitation and hygiene which are ap­
plicable to small schools cannot have had much influence on 
the aggregate of the school bonded indebtedness in the state#
The regulations which are in force for larger buildings 
are only such as would normally be found in modem building 
plans, and hence have not influenced bonded indebtedness to 
any appreciable extent, if at all. In this connection it 
must be remembered that obsolescence in building of all 
types creates a regularly recurring demand for capital out­
lay, and consequently must be recognized as a cause for In-
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crease In Indebtedness.
AS an outgrowth of the extension of the secondary edu­
cation program and of the icovement for sanitation and hy­
giene» emerged the state program for physical training. The 
physical training program calls for a gymnasium. The gym­
nasium should be adequate in size, well-lighted and sanitary. 
Provision should be made for shower baths so as to make it 
possible for every student to use the showers after every 
gymnasium exercise. iThen the gymnasium is used for games, 
suitable provision should be made for spectators. ?Jhat ap­
parently has happened in some communities is that the gym­
nasium has been attached to the high school building. In 
ether words» the gymnasium came as a sort of after math fol­
lowing the main high school building program. However, In 
our more u^-to-date high schools the auditorium and the gym­
nasium were component parts of the original h i ^  school 
plan of the architect. A large gymnasium leads to unnecess­
ary enlargements of the plant in keeping with the ^mmasium. 
Hence» more bonds are issued in order to finance the needless 
expansion.
The discussion of causes of increases in bonded In­
debtedness up to this point has dealt with the educational 
program and the mstnner in which it has been administered. In 
other words, the investigation has been from the narrow 
standpoint of causes peculiar to the schools th®nselves.
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Seliools are only a part of the eoinrauiiities In which they 
are situated* Whatever social and economic factors are 
active in the conmmnlty must to a degree be active in school 
matters* In financial matters^ schools are very sensitive 
to the general financial conditions of the comiiiunity. There 
are social and econceaio movements which are so far-reaching 
in their Influence that their effects are national or even 
world-wide in scope. Such mov^nents tend to carry all com­
munities in the direction of the movement.
During the war period of 1917-19, the federal govern­
ment effectively limited borrowing, to war essentials* This 
ban was removed during the latter part of 1919. During the 
war "Four lainute Men" had emphasized the value of owning 
government bonds. Bonds were recommended as "good things." 
The Liberty and Victory Loans were floated and over-sub­
scribed. When the ban was lifted people had come to think 
in large figures* An orgy of bonding for any and all types 
of public purposes began* The movement was felt throughout 
the country. Iferd roads programs were undertaken in various 
states. In some states the people were not satisfied to 
leave the hard roads proposition to the state but voted coun­
ty, or township bonds to help the work along* School dis­
tricts which earlier had seen no need for a building pro­
gram suddenly awedcened to the fact that they could vote bonds 
and build. The enthusiasm for public improvement led the 
people of the TJ. S. into untried depths of debt.
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Professor Sellgœaxi quotes the following figures from 
58the Bond Buyer.
Amount of Bonds Issued by the States and Localities Duringthe Twenty-two Years 1912 - 1954
Year Long; Term Short Term Total
1912 3999046^063 192^450,139 591,496i 2221913 408^477.402 483^217,696 891i695i 0981914 446.405.500 291,984^124 738,389, 6241915 492^590^441 154^728,247 647,318, 6881916 497,403i751 292^407,269 789,811,0201917 444^932^848 392^443^858 837.376, 7061918 262^818^844 473^134i727 ■ 7351953, 5711919 762^332^829 450^093^607 ll212,426i4361920 773i663i986 664^087^293 ll437.751i 2791921 1^383^368.900 762i037i252 2,145,406,1321922 1.279.553^134 395^578^427 Il675il31, 5611923 1^135^167^124 514^156^200 ll649,323,3341924 1^446^688^993 979^030,752 2i425l769i 7451925 1^404^702^240 866:061:013 2i2701763, 2531926 Ii362,037i801 661^210,870 2i023,248i 6711927 1^477,769^824 624.872^483 2l102,642,3071928 1^389^818^717 716^792,625 2,106,611,3421929 1^442^381^438 920,982,191 2,363,5631 6291930 1:382.870^539 952,121^721 2,534,9921 2601931 1.251^771^394 1^086^765.138 21338,536,5321932 936:855:060 1,0921066^907 2,028,92119671933 1,127,576.381 988,014,011 2,115,5901392
*1954 645,106,104 290,581,211 935,687, 315
*Pirst six months.
58. E. R. A. Sellgman, "The Problem of Tax-Sxe^t Bonds In the U. S.— Its Solution." Economic World. Jan. 13. 
1923. ch. H .  Eo. 2. p. 54.
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The tendency toward extravagant bonding for schools of 
the years following the World War seems to have been a repe­
tition of the situation after the Civil War. After the Civil 
War, there was a period of eon^>aratlvely great debt incur­
rence by the schools. At least that was the opinion of Newton 
Bateman, who was the State Superintendent of Illinois. Eis 
eaution to the schools of his time would be quite applicable 
to many schools to day. He declared; *In a former communica­
tion, I thot it proper to admonish the friends of common 
schools to beware of imprudent costliness and extravagance 
in school buildings and school architecture. I desire, in all 
seriousness, to renew and csmphasize that admonition. There 
is a strong tendency, in many quarterÿ, to build imposing 
and showy school houses, entirely disproportioned both to 
the present pecuniary ability and present educational needs 
of the district. This tendency is on every account to be de­
precated, and it should be discouraged and checked by all 
prudent wellwishers and friends of our system. It has had 
much to do with the uneasiness, discontent, and scarcely dis­
guised opposition to free schools, which have become notice­
ably and even alarmingly frequent in some quarters, within
the past two years • • •
" . . .  For a district, of small population and moderate
wealth, to plunge itself into debt from which it can only
39. Illinois School Reports, 1869-70, p. 137,
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bo extricated by years of harassing and exhansdng taxation.
In order to erect a school house that shall rival or eclipse. 
In costly embellishments and architectural display, that of 
same equally Imprudent or more populous and wealthy neigh­
bor, Is unwise and reprehensible to the last degree. There 
are too many of these palatial school houses, the heavy debts 
upon which will go down for many a year, as a bitter and 
grinding Inheritance, to the taxpayers of the future, put­
ting weapons Into the hands of the enemies of the free schools,
which they will use, as they are now doing, with telling ef-
40feet."
That Newton Bateman was not mistaken In forecasting 
difficulties as shown by the following quotation from S. M.
Etter. State Superintendent In 1678; ”The policy of Increas­
ing the school Indebtedness Is believed to be unwise and 
suicidal to the best Interests of our free school system*
The debt should be decreased each year rather than Increased.
A heavy Indebtedness always has a tendency to cripple the 
best interests of the schools. It Increases the ta^s to 
such an extent that none but poor, cheap, and Incompetent 
teachers can be employed, because a sufficient amount of mon­
ey cannot be raised to i»y both the Interest on the Indebted­
ness and meet the ordinary expenses necessary to support good 
and efficient schools. A ^ o d  school taught In a poor school
40, Illinois School Reports, 0£. cit.. p. 13S.
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house is better than a poor school taught in an expensively
built school house, with all the outside adornments that can
be devised by an architect or an extravagant school board.
It is better to use the old school house with a good school
in it free from debt, than it is to build an expensive house
41with a heavy bonded indebtedness and sustain a poor school."
At the time that Superintendent Etter made this state­
ment, teac^grs» salaries had been reduced in many Illinois 
districts, A similar situation was threatening in Montana 
for women teachers in the latter part of 1924 and 1926,as 
the accompanying table shows. However, the salaries for 
men were advancing. Other difficulties will probably be en­
countered as ability to pay bonded indebtedness depends 
directly upon the wealth of the community. The following 
table taken from the ̂g>urth Biennial Report of the State 
Board of Equalization does not appear very encouraging 
for the bond holder.
41, Illinois School Reports, 1877-78.42, Ibid.. p, 27,43. Biennial Reports, Supt. of Public Instruction, Table B.44. Fourth Biennial Report of the State Board of Equaliza­tion for period ending June 30, 1930, p. 116.
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1920 1,668,024,106
1921 1,682,356,676
1922 1,471,232,574
1923 1,470,425,622
1924 1,397,053,096
1925 1,366,167,623
1926 1,376,623,060
1927 1,372,832,351
1928 1,371,323,021
1929 1,391,982,633
1930 1,416,302,310
1931 1,309,425,207
1932 1,193,412,169
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Showing Average Annual Salary of Men and VJomen Teachers inMontana from 1910— 30,
Tear Average Monthly Salary of Men Average Monühly Salary of Women
1910 #112.24 # 67.05
1911 98.89 67.05
1912 100.78 68.50
1913
1914 93.29 75.55
1915 93.47 76.28
1916 94.18 76.98
1917 92.51 73.71
1918 105.52 77.38
1919 —
1920 137.00 111.00
1921
1922 166.60 129.15
1923
1924 180.09 119.94
1925 ——
1926 189.47 120.78
1927
1928 184.78 126.18
1929 —
1930 191.60 129.90
1931 187.70 128.74
1932 164.36 130.77
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Hapld increases in school bonded indebtedness are oc­
casionally attributed to the influence of persona who are 
desirous of securing Investments which are exempted from tax­
ation. In order that the demand for such securities should 
become a cause in the increase of bonded indebtedness, in­
fluence in two distinct directions would be necessary. First, 
the Board of Education would need to be Influenced to the ex­
tent that it would initiate a campai^ for a bond issue. 
Second, the voting population of the district would need to 
be influenced to vote favorably in an election called for 
the purpose of voting the bonds. Ho evidence of such in­
fluence appeared in any ease investigated. The real in­
fluence resulting from the demand for such securities, how­
ever, appears after bonds have been voted, in that the de­
mand creates a ready market for the bonds. As a result, the 
actual issuance of bonds Immediately after their authoriza­
tion is virtually assured.
To a limited extent bonded indebtedness has been in­
creased by funding floating debt. This has boon done in a 
great many towns in Montana. Some have held bond elections 
in an attempt to secure money for the payment of teachers* 
salaries. The plan of financing current expenses by issuing 
bonds which are to be spread over several succeeding years 
cannot be justified, lack of foresight as to the funds re­
quired to pay the expenses for any one year may be excusable
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under conditions of rapidly changing prices and Increases in 
teachers* salaries. Deficits resulting from such lack of 
foresight should be met by additional levies in immediately 
succeeding years or by retrenchment if the assessment cannot 
be increased. The future has its own problems to solve with­
out paying for services which have been enjoyed by previous 
school generations. Large increases in population in grow­
ing industrial centers complicate the financing problems of 
local communities. Bonding might appear as a relief for such 
communities during adjusting periods, but no one can fore­
cast the increases in population for such communities. Un­
til someone can project the increases of population fairly 
accurately, no plausible excuse can be offered for asy com­
munity living beyond its present income. Future income is 
even more problematical than future population. Local tax­
ation may not be as high as it should be, but issuing bonds 
under such conditions defers the crisis only to later em­
phasize its seriousness. There are communities in which the 
assessment of property is lower than it should be and others 
in Which it has apparently not been possible to allocate the 
cost of education properly. Any attenQ>t to readjust such 
situations by piling up indebtedness in anticipation of re­
adjustments in allocation which may place a share of burden 
of payment upon property which is now undervalued, is a 
questionable procedure from any point of view. From an
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économie standpoint. It is likely to prove suicidal to 
schools. Added burdens of this nature only limit the pos­
sible returns from taxation for future current expenditures. 
Tax exactions beyond a certain undetermined maximum percent­
age of income impair the very source from which they come. 
Capital is often willing to accept a loss and accordingly 
to withdraw from enterprises in a community when the outlook 
for future taxation is unfavorable rather than continue to 
pay excessive taxes. To incur indebtedness in the expecta­
tion of political readjustment is a political and not an 
economic matter. As a result, such methods of financing 
are subject to all the uncertaintles of political issues.
The amount of bonded indebtedness for schools is af­
fected by another type of financial policy. A district which 
plans extension of its buildings or curricular opportunities 
may decide to carry out the program either on a cash basis 
or by issuing long-term bonds. Butte has been a notable ex­
ample of a district which has paid cash for capital outlay 
purposes - the building program was financed by a slight in­
crease in current levies. Other districts have accumulated 
a surplus in the building fund before undertaking a building 
program. Wibaux City did this. The use of anticipation war­
rants for capital outlay purposes has become common. Such 
plans of financing expansion of school plants have a nega­
tive influence on the amount of outstanding bonded indebted­
ness.
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SuBgaarv
Thd amount of bonded Indebtedness outstanding at any 
one time Is the result of several causes,
1* The state program for secondary education 
has led to greater bonded indebtedness than 
any other single cause*
2* Normal extension of school plants has neces­
sitated capital outlay which has usually been 
partially or wholly financed by the issuing 
of bonds.
3. In many districts with small enrollments, 
the accrediting regulations together with 
demands in sanitation and hygiene have 
served to Induce boards to incur indebtedness 
which, though small in the aggregate, has be­
come somewhat of a burden on the smaller com­
munity.
4 . Obsolescence in buildings will ever continue 
to be a potential cause of increases of in­
debtedness.
5. The physical training program of the state 
appears to have influenced communities to 
build larger plants and consequently to bor­
row more money.
6. Tax-exempt securities have created a real mark­
et for whatever bonds are voted.
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7. The general enthusiasm for bonding which 
has swept over the country since 1919 un­
doubtedly has affected the Issuance of 
bonds for school purposes In Montana.
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Chapter V
The Probability of Repayment of School Bonded Indebtedness
The increase of bonded indebtedness from 1891 to 1932 
was discussed in Chapter III. In Chapter II, the outstand­
ing #9,685,144 of bonded indebtedness on June 30, 1931, was 
distributed among the various types of school districts. Will 
the school districts which had incurred the debt outstanding 
be able to redeem the bonds at maturity? What guarantee of 
repayment really exists?
A sale of school bonds is purely a business transaction 
whereby the purchaser of the bonds furnishes a specified sum 
of money to the district, in exchange for the district's long 
term promissory note. The machinery for the collection of the 
interest and for the repayment of the principal is set up in 
the same acts which permit districts to contract long time 
debt liabilities.
A tax levy sufficient to pay the interest and a specified 
portion of the principal is annually required as the means by 
which redemption shall be accomplished. This requirement for 
an flftTiMwi levy has been very generally observed. In examin­
ing certified tax levies at various county clerks' offices, 
only a few cases were observed In which there has been a fail­
ure to levy the necessary tax. In those cases, a double levy 
for the following year covered the deficiency as well as the 
succeeding year's quota.
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When a district Issues twenty-year bonds it incurs a lia­
bility wbich will necessitate annual levies for the following 
twenty years. Any attempt to forecast accurately the proba­
bility of the payment of such bonds must take into account the 
possibilities of social, economic and political changes which 
may occur during the twenty-year period.
Notwithstanding the fact that the state has passed enab­
ling acts to permit districts to incur bonded indebtedness and 
for the redemption of indebtedness so incurred, it has assumed 
no responsibility or authority in the matter of the redemption 
of any bonds, except those actually Issued by the state. Each 
taxing unit in Montana is fiscally independent in incurring 
indebtedness and is individually responsible for the payment 
of the interest and for the redemption of the bonds which it 
issues. Consequently, if a school district defaults In in­
terest or principal payments, the holder of the defaulted 
bonds can seek redress only from the district itself. The 
bond holder has recourse to the courts and upon appeal to the 
courts would doubtless be granted judgment against the dis­
trict. Furthermore, it is probable that the court would auth­
orize the levy of a special tax to pay the judgment. The col­
lection of such a tax would usually be accomplished through 
the ordinary channels of tax collection.
In the constitution of 1889 which still remains the basic 
law of Montana, the inviolability of private property, so far
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as public debt is concerned, is guaranteed, 'Trlrate proper­
ty shall not be taken or sold for the corporate debts of public 
corporations but the legislative assembly may provide by law 
for the funding thereof, and shall provide by law for the pay­
ment thereof, including all funded debts and obligations, by 
assessments and taxation of all private property not exempt 
from taxation within the limits of the territory over which 
such corporations respectively have authority," It follows 
that taxation Is the only means available for securing revenue 
with which to pay public indebtedness. Legislative enactments 
have established "the maximum amount for which any school dis­
trict shall be allowed to become indebted by the issuance of 
bonds, or otherwise, including all Indebtedness represented 
by outstanding warrants and outstanding bonds of previous is­
sues, or unpaid balances thereon, is hereby fixed at three per 
centum (3^) of the value of the taxable property therein to 
be ascertained by the last completed assessment for state, 
county and school taxes previous to the incurring of such in- 
debtedness. An affirmative vote by the qualified voters of 
the district may increase this maximum, "Uo city, town, town­
ship or school district may incur indebtedness exceeding three 
per cent of the value of the taxable property therein; pro­
vided, however, that the Legislative Assembly may extend the
45, School Laws of State of Montana, "Bonds", oh, 147, 
Session Laws, 1927, sec, 2,
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limit by authorizing municipal corporations to submit the 
question to a vote of the tazpayers affected thereby, when such 
increase is necessary to construct a sewage system or to pro­
cure a supply of water for such municipality, which shall own
and control said water supply and devote the revenues derived46therefrom to the payment of the debt,» The building fund 
levy includes the levy for payments of interest and for re­
demption of bonds. Hence, it is readily evident that the pos­
sible exaction of taxes from private property for the pur­
pose of paying school bonded debt Is definitely limited un­
less such limit shall be removed by legislative act. The com­
mon statement that every dollar of property in a school dis­
trict is responsible for the redemption of bonds Issued by 
the district is not true in Montana. Private property in any 
school district apparently can only be held responsible an­
nually to the extent of the taxes which may be levied against 
such property. School debt does not constitute a mortgage on 
the private property of the residents of the district,
Furthermore, apparently, bonds issued for the purpose of 
erecting a school building do not constitute a mortgage against 
the building for the construction of which they were Issued, 
School bonds in Montana are promises of the district to pay 
and the collection of the same is facilitated by the willing-
46. l&)Ody*8 Gov't, and Municipalities (1929) Under State of 
Mont*, p* 1579#
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ness of the population of the districts which have incurred 
the same to redeem their promises when the date of imturity 
arriTes*
The people of Montana have paid their public debts in 
the past and will tend to continue to redeem their debts in 
the future. That school districts will meet their obligations 
on the date of maturity is unquestionable in most cases. Only 
one possibility of defaulting or repudiating such obligations 
seems likely to occur in any district, i.e., the financial in­
ability of the community to pay the debt which has been pre­
viously incurred.
The ability of any community to bear tasntion for any 
purpose is directly dependent upon the popular Income which 
the people of the conmiunlty enjoy. Net Income determines the 
success or failure of any business enterprise within the com­
munity. When net income becomes negative it signifies that 
the enterprise has ceased to be productive and that capital 
is diminishing owing to inroads for current expenditures. When 
net income is positive but low, only small exactions can be 
made for public purposes because such exactions really re­
duce net income. When net income is positive by a wide mar­
gin, tax exactions can be heavy and yet not interfere with 
production. Assessed valuation may or may not be representa­
tive of ability to pay. Taxation in Montana has been and is 
based almost entirely upon assessed valuation.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
107.
A reoŒamendatioxi which has been repeatedly offered as a 
means of providing added revenue for schools is that the as­
sessed valuation of property should be raisedin order to pro­
duce greater revenue. Whenever the assessment is raised, the 
debt limit is also raised. An increase in assessed valuation 
during times of inflation may not be related to increases in 
stable popular income. The tendency to incur indebtedness 
during periods of prosperity has already been noted. If as­
sessed valuations are raised during the time of prosperity, 
bonds may be voted to three per cent of the Increased valuation. 
When deflation occurs, communities may find that their as­
sessed valuations must be materially lessened. Such commun­
ities in the next decade may indeed have indebtedness which 
exceeds three per cent of the lowered assessment. In certain 
less productive portions of the state, it is conceivable that 
the decrease in income may lead to the migration of present 
proi>erty owners who may dispose of their holdings at a loss 
rather than struggle along under the tax burden. The pur­
chaser may soon migrate likewise, selling at a still lower 
price. Should such a continuing exodus occur the assessed 
Valuation must of necessity be decreased, such actual de­
creases of property valuation would of necessity decrease the 
probability of full redemption of excessive outstanding in­
debtedness. Increasing assessed valuations in order to in­
crease revenue is at best a doubtful procedure and in some 
communities may constitute a real menace.
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The assessed valuation of property in Montana rose al­
most steadily from 1890, the inception of Montana as a state, 
to 1918.
Xn August Ilf 1891 the State Board of E(̂ uali2iation pro­
ceeded to equalize the valuation of the taxable property of 
the several counties of the state for the purpose of taxation 
and increased the total assessed valuation of sheep as fol­
lows:
In the ease of Lewis and Clark County ten per cent was 
added; in Deer Lodge County thirty-nine per cent was added; 
Missoula County fifty per cent was added; Choteau County elev­
en per cent; Cascade twelve per cent; Madison six per cent.’̂ ^ 
This is just a fair example of what had happened in various 
counties in regard to one item of taxable property and may ac­
count to some extent for the increase in total value of all 
property assessed in the state from 112 millions in 1890 to 
143 millions in 1891.
The years 1894-95 showed rather extreme increases in as­
sessed valuation which can be accounted for by the increase 
in such counties as Gallatin, Sweet Grass, Madison, Meagher, 
Granite, Carbon and Deer Lodge, the sum total of which was 
approximately #6 ,0 0 0 ,0 0 0.
In 1895 the following counties raised their assessed
valuation;
Cascade all personal property Including cattle 9fo
Custer all personal property including horses,cattle, and
^  2d and 3d Anniml Reports of State Board of Equalization, Dec. 1, 1891—52, p. 7 .
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sheep 10^
Teton all cattle 11^
Fergus all cattle 11^
Dawson, all real estate other than city and town lots and 
mining claims.
Silver Bow, showed an increase of over four and one-half 
millions.
Flathead, all real estate was raised ten per cent other than 
city and town lots and mining claims.
From 1894 on until we reach 1919 we find a steady in­
crease in all property assessed. In 1919 a declination of the 
assessed value of all property of the state began to set in.
The total assessment of property as determined by assessors 
was lowered by the State Tax Commission in every county in 
1920. In 1923 the State Board of Equalization "advised and 
sanctioned a reduction #47,981,001 on all lands, other than 
city and town lots, and a reduction of #1,823,080 in city 
lots and improvements, made by county assessors and equalized 
by the County Boards of Equalization and in the meantime it 
made a reasonable increase of #4,979,483 in assessed valua­
tion of certain public utilities and inter-county properties.’*^ 
Figures are not available to show what proportion of the var­
ious decreases in assessment is in farm property. The incoc^ 
of farmers in Montana for 1919 constituted only 2.81 per
48. First Biennial Report of State Board of Equalization for 
period ending June 30^ 1924, p. 11.
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cent of ata te Income. Farm land furnished far more
than 53#6^ of assessed valuation of property in the state 
in 1919. (Figures on the amount of taxes furnished by farm 
land in 1919 are not available— 33.60;̂  was amount of total 
state taxes faxm land did furnish in 1952). Income from farms 
was much ingpaired in 1922 because of decreases in the prices 
of farm products without compensating decreases in the cost 
of production. In 1922, the rental from many farms was scarce­
ly sufficient to pay the taxes on farms. In many rural coia- 
Eunities school purposes require a large proportion of the 
total taxes.
In districts where the tax per acre for a number of years 
has been somewhat higher than the average was In the state 
for similar lands, the rental per acre has tended also to be 
above the average. Increased rental has often resulted in 
inability upon the part of tenants to live upon the proceeds 
of their labor* Being unable to pay their rents and earn ad­
ditional money in amounts sufficient to support their fam­
ilies many of the tenants have migrated to districts where tax 
rates are lower. Eils action upon the part of the tenants 
will probably result in a lowering of rents, which, in turn, 
will make it even more difficult in the future than it has 
been in the past for land owners to pay high taxes.
49. Oswold W. Kananth, Distribution of Income by States in
50. Fifth Biennial Report, State Board of Equalization,
June 30, 1932, p. 9.
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Between the years 1901 and 1902 there was nearly a 
120,000,000 Increase In total valuation of all property for 
assessment purposes. Railroad property alone was increased 
from $15,000,000 to $32,000,000 in round numbers. This marked 
Increase was due to the efforts of Governor Joseph K. Toole 
who had observed that the sale of the N. P. and G. N. lines 
on a mileage basis brought $52,800 per mile. Ee reasoned 
that since real property is assessed at its cash value, about 
which the railroads could not complain, then there would be 
a very material increase in assessed valuation of railroad 
property over that of the preceding year. He accordingly 
recommended to the State Board of Equalization that an in­
crease of three hundred per cent more than the valuation of 
last year be made upon the N* P. and its branch lines, the 
G. JSr. and its branch lines, and the Montana Central and its 
branch lines. Increases were also recommended and voted in 
the cases of the Big Horn Southern, the Butte, Anaconda and 
Pacific, the Great Falls and Canada road and the Oregon Short 
Line. The original recommendation of a three hundred per cent 
increase was materially scaled down but amended recommendations, 
varying all the way from $450 assessed value per mile to 
$16,000, were finally adopted.
Figure 9 shows the percentages of increase in bonded 
indebtedness and of increase In full assessed valuation be­
tween 1890 and 1934 inclusive. The original bonded Indebted-
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ness In 1918 at the cessation of the World War was raore than 
treble that of 1910* By 1930 the total amount of bonds sold 
doubled the amount disposed of up to and including 1918. Nine­
teen hundred and thirty saw six times as many bonds sold as 
in 1910. The assessed valuation of the state almost doubled 
between the years 1910 and 1918. Since 1918 there was a 
steady declination until 1928 when the low point, $428,082,816, 
was reached— since 1928 the trend has been upward. The in­
crease in 1918 over 1910 in full assessed valuation was al­
most one hundred per cent while that of bonded indebtedness 
was over three hundred per cent. The gap between the curve 
for the bonds aald for the school districts and the curve for 
valuations of all property assessed in the state has been wid- 
enlx^. In other words, school districts were disposing of 
more bonds despite the fact that our assessed valuations were 
depreciating. Were it possible to compare the growth of 
bonded indebtedness of individual districts the story would 
be far more impressive. For most districts which had debt in 
1917 and 1918, the increase in bonded indebtedness following 
1910 has been rapid and in many districts extremely rapid, 
whereas the full assessed valuation has Increased but little, 
really showing a declination beginning in 1919. Income in 
many of the same districts decreased rather than increased.
The contrast between increases in indebtedness and increases 
in true valuation indicates the heavy burden that future
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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Taxable Value of all Property Assessed In Montana from 1S90 to 1934 as determined by the State Board of Equalization
AnnualReportNumber Tear
Taxable Value of allrailroads
Taxable Value of all other property
1 1890 6,523,380 112,916,272
2 1891 8,131,390 143,472,743
Z 1892 9,237,532 129,466,949
4 1893 9,953,355 127,548,175
5 1894 10,062,457 118,650,892
6 1895 10,455,405 124,076,585
7 1896 10,458,231 120,697,847
8 1897 13,674,052 130,757,412
9 1898 13,793,581 133,969,519
10 1899 14,992,689 142,117,655
U 1900 15,000,096 153,401,594
1 2 1901 15,485,671 166,787,583
13 1902 32,036,565 135,725,657
14 1903 35,442,183 201,333,515
15 1904 36,759,827 201,748,063
16 1905 36,874,611 209.912,340
17 1906 40,901,000 233,953,571
18 1907 43,816,035 251,882,437
19 1908 45,942,989 248,774,792
20 1909 58,422,849 280,401,064
21 1910 65,696,246 309,673,699
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AnnualReportNumber Tear
Taxable Value of all railroads
Taxable Value of all other uroperty
22 1911 66,975,126 331,670,418
25 1912 68,481,299 346,550,585
24 1913 74,675,181 382,807,277
25 1914 76,653,320 412,361,919
26 1915 79,195,951 439,785,918
27 1916 81,043,541 487,898,353
28 1917 82,745,986 582,286,529
29 1918 83,483,696 589:,304,187
30 1919 Report lost in TJ. of 
M. library
526,596,140
31 1920 Do. 514,322,944
52 1921 Do. 495,678,376
33 1922 89,230,171 465,200,282
54 1923 89,073,968 466,639,752
35 1924 88,829,865 441,274,763
56 1925 92,386,428 429,945,385
37 1926 90,392,689 435,510,159
38 1927 90,859,273 432,544,107
59 1928 91,634,548 428,381,209
40 1929 93,863,108 443,082,816
41 1950 97,015,577 453,080,543
42 1931 98,358,775 410,634,611
43 1932 94,092,796 375,283,446
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generations will be convened to bear in order to maintain 
the reputation of the people of Montana for honoring their 
publie pledges.
51An inTestigation of Moody's Rating Books failed to 
show any Montana school bonds which were rated “AAâ * the high­
est rating, e. g.:
School Distë Ho. 174, Big Horn County— Hardin,Mont. *>11 issues
School Distë Ho. 2̂  Billings, Mont. all issues Aa
School Dist. Ho. 1, Great Falls, *♦ Aa
School Distw Ho. 16, EaTre, " A
School Dist. Ho. X, Helena, * Aa
School Dist. Ho. 1, Lewistown, ** A
School Dist. Ho. 1, Missoula, * Aa
Ho bond issues of school districts in small communities 
or of any rural communities, however, were listed. Such 
bonds evidently are not very attractive to the average bond 
buyer.
Aaa - First grade government or municipal obligations with
assurance of prompt payment of principal and interest.
Aa - While strong investments and generally secure, are
subject to some qualification in security and stability. 
A - Known as «good** but further down the investment seal. 
Many American municipal issues of smaller towns and 
cities of countries and of newer communities are given
51. Moody's Investors' Service - Government— Municipals, American and foreign, 1929, p. 1583.
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this rating*
Baa • Bonds of this rating recuira close discrimination.
Ba - Bond issues of still lower quality.
B - Issues still paying their interest but are in imminent 
danger of defaulting.
Caa - A bond of this issue is generally in default. V/e are 
not only in the field of speculation, pure and simple, 
but are olassifying the obligation of dangerously 
weakened oomunities*
Ca " Obligations on a still lower plane. Issues of a county 
whose currency has depreciated so heavily that very 
little Value is left to the security with little or no 
hope of partial repudiation.
C - A rank speculation or "gamble.* Examples are South 
America internal issues as well as Russian bonds.
Bonds have defaulted in s t a t e c o u n t i e s , ® ®  and mu- 
54nicipalities* Nine states have records of entire repud­
iation or of heavy scaling of bonds which were supposedly 
issued in accordance with legal enactment. In each case, the 
repudiation came as the result of heavy indebtedness which
52. L. Raymond, American and Foreign Investment Bonds, p. 154, e.g. Mo., Kan., Nebr., and Dakotas.53. Ibid.. p. 154. Issue of R. R. aid bonds or otherdoubtful purposes, as in Macon, and St. Clair counties. Mo. Green County, Ky.54. Ibid.. p. 154, Issue of bonds by small, struggling orunstable communities where property and taxing have proved insufficient to take care of bonds, as Syra­cuse, Kan., Olympia, Wn., Middleboro, Ky., and Mobile, Ala.
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had hoen Incurred by one generation, but was not accepted by 
a later generation* Usually, some excuse has been offered by 
1®^®^ generation to the effect that some bonds had been 
illegally issued. It appears that actual repudiation has 
seldom if ever been decided as a result of any thorough in­
vestigation of the legality of the issue. The people of the 
state have simply declared that there was too much debt and 
have proceeded to declare the debts repudiated. Obviously, 
there is no recourse for the bondholders when such action 
has been taken by a state.
Counties, municipalities and school districts may be 
sued if they fail to meet their debt obligations. Notwith­
standing this possibility of recourse to the coiirts, cases 
of defaulting have occurred.
"In the last resort, all debts of any kind de­pend on the good faith of some person or persons to do all they have agreed and to honor their obli­gations . . . .  In proportion to the amount of bonds put out, the record of municipal bonds is better than that of state bonds • . * • At the same time, the cunount of defaults in payment of inter­est and principal of county and municipal bonds, if we include all cases of bonds illegally issued, is considerable. A writer in the North American Review many years ago estimated the amount of de­faulted bonds as over #300,000,000. Included in this total was a large amount of defaulted bonds in such states as Illinois, Missouri, Kansas, Ne­braska and the Dakotas, as well as in the South.As is the case of the state defaults, illegality usually has been the excuse rather than the reason.*®®
According to W. L. Raymond, such cities as Pittsburg
6 6 . W. L. Raymond, American and foreign Investment Bonds, 
p. 154.
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(Fenà.), EllzabotJi (N. Jr. ), superior (Wls. ), st. Joseph 
(Mo«)y Olympia (iBfn. ), MlddXesboro (Ky. ), Mobile (Alab.), 
Memphis (Texui.)̂  and Savannah (Ga.) have at one time or an­
other defaxilted in bond or interest payments or on both*
"In the matter of the settlement of the claims of bondhold­
ers on defaiated county, municipal, and district bonds, the 
practice has varied all the way from full settlement of in­
terest and principal . . .  to a failure to pay anything at
The discussion would be inconq^lete if no reference were 
made to the possibilities of refunding. Boards of Educa­
tion cannot issue bonds for the original incurrence of in­
debtedness. A vote of the people is necessary, generally, 
however^ in Montana we have three exceptions, first, bonds 
may be Issued to fund warrant indebtedness of school dis­
tricts, namely, "An act authorizing the board of school trus­
tees of any district, whenever such district shall have a 
floating warrant indebtedness for teachers* salaries, school 
supplies, and other necessary expenses incurred in the main­
tenance of schools in such district represented by warrants 
heretofore issued, as well as by warrants issued hereafter 
for the school year ending June 30, 1933, within the amount 
of taxes levied and not collected, to issue bonds for the
6 6« Ibid.. p. 155.
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purpose of funding the same*** Second, "Certain bonds may 
be issued without holding an election. Bonds issued for the 
purpose of providing the necessary funds to pay indebtedness 
to another district, or districts, and bonds Issued for the 
purposes of providing necessary funds to pay and redeem out­
standing bonds, which were issued prior to March SI, 1984, 
as authorized in subdivisions f and g of section one of this 
act, may be issued without submitting the question of so 
doing at an election. In order to issue bonds for such pur­
poses it shall only be necessary for the board of school 
trustees at a regular or duly called special meeting of the 
board, to pass and adopt a resolution setting forth the facts 
in regard to the indebtedness to be paid or the bonds to be 
refunded, showing the reasons for issuing new bonds and fix­
ing and determining the details of such new bonds, and then 
to give notice of the sale of such new bonds In the same man­
ner that notice is required to be given of the sale of bonds
68authorized at a school election." Third, "Exchange of 
other forms of bonds for amortization bonds. Subject to the 
State Board of Land Commissioners, the board of trustees of 
any school district in this state io hereby vested with the 
power and authority to issue amortization bonds for the pur-
67. Supplement to Sch. Laws of State of Montana of 1931.
ch. 107, Laws of 1933, p. 8 .
6 8. School Laws of Montana, 1931, p. 82, ch. 25, (Session
Laws, 1931), sec. 6.
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pose of refimding any outstanding bonds of such school dis­
trict held by the dtate of Montana and which were not Issued 
either as amortization or serial bonds, whether such outstand­
ing bonds are due or not, and to exchange the same for such 
outstanding bonds. Such amortization bonds shall conform In 
all respects to the definition of amortization bonds as set 
forth In this act, and shall bear Interest at such rate as 
may be agreed upon between the board of school trustees and 
the state board of land commissioners, but such rate of In­
terest shall In no case exceed six per centum (6^) per an­
num. Such amortization bonds may be Issued and exchanged for 
such outstanding bonds without submitting the question of Is­
suing the same to an election, and It shall not be necessary 
to publish any notice of sale of such bonds. This action 
shall not be so construed as to deprive boards of school trus­
tees of the right to Issue and sell refunding bonds by the 
ordinary procedure and advertise the sale thereof as provided 
In this aot."®^ School district bonds for any other pur­
poses than those stated above, shall not be Issued unless 
authorized at a duly called election at which the question 
of Issuing such bonds was submitted to the electors of the
school district.
It Is not at all surprising that considerable refunding
has occurred. Districts which issued straight bonds may be
59 School Laws of Mont., p. 62, sec. 7, ch. 25, Session 
Laws, 1931.
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tempted to refund In certain serial or amortization typos 
instead of meeting snoh payments with fnnds secured from cur­
rent taxes. If refunding does occur it will shift the burden 
to later generations. The later generations may seriously 
and perhaps effectively object to added taxes for liquidation 
of such Inherited debts.
We may then fairly conclude that there is little likeli­
hood of default or repudiation of Montana School bonds, ex­
cept as individual districts ultimately find it impossible to 
pay. Steady decreases in population, in valuation, in popu­
lar income make the contingency last named very possible and 
even probable in some individual districts which have bonded 
themselves with scant regard to the effect of public debt up­
on their general economic condition.
Summary
Chapter Y shows that the bond-holder has extensive op­
portunity to recover his money.
1, If a school district defaults In its interest or 
principal payments, the holder of the defaulted 
bonds may seek redress from the district itself, 
because the state assumes no responsibility in 
redemption of school district money*
2. The bond-holder has recourse to the courts and up­
on appeal to the courts would doubtless be granted 
Judgment against the district. It is probable 
that the court would authorize the levy of a spec-
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ial tax to pay the judgment.
3. Private property in any etchooX district apparent­
ly ©an only be held responsible annually to the 
extent of the taxes «hieh m y  be levied against 
such property#
4. School debt does not constitute a mortgage against
private property of the residents of the district.
5# School debt does not constitute a mortgago against
the building for the construction of which the
bonds were issued. School bonds are promises 
of the district to pay, and their collection is 
facilitated by the willisigness of the district 
to pay vhen the promises are due.
6 * There is only one possibility of defaulting or 
repudiating, and that is the financial inability 
of the oorarmmity to pay the debt* Counties, mu­
nicipalities, end school districts nay be sued if 
they fail to meet their obligations. Hotwithstand- 
Ing the possibility of recourse to the courts, 
oases of defaulting have occurred in various other 
states.
7. Boards of education cannot issue bonds for the 
original incurrence of indebtedness without the 
vote of the people.
8# Boards of education may issue bonds without sub­
mitting it to a vote of the people:
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(a) To ruTid warrant indebtedness incurred for salaries.
(b) To provide necessary funds to pay indebtedness to 
other districts and to pay bonds issued for pur­
poses of providing necessary funds to pay and re­
deem outstanding bonds,
(c) To exchange amortisation bonds for other issues.
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CSiaptar VI 
The Floating; of Bond Issues
Sonded indcbtsduess rjay only be Incurred after an affir» 
matlve vote In an eloction held in tno taxing unit in u -ch a 
bond issue is proposed.School boards nay issue certain 
bonds without noldlas an election: (a; “Jonds issued for
the purpose of providing the nscoss'iry funds to pay indebted­
ness to another district, or districts, and bonds issued for 
the purpose of providing necessary funds to pay and redeen 
outstanding bonds which were Iss cd prier to tiarch 1,19 34, 
as authorised In subdivisions f and g of seciong one of this 
act, cjay be Issued without submitting the question of so 
doing to e.n e l e c t i o n . ( b )  "Bonds issued for purpose of 
funding warrants (lawful, valid and subsisting warrants 
outstanding and unpaid at the close of the school year 
ending June 30, 1933) and selling the sa.-ie and using the 
proceeds of such sale to take up, redeem and retire such 
warrants, may bo is sued and sold wlthc’ .t the board of trus­
tees of the school district being requii*©! to submit the 
question of issuing such bonds at an e l e c t ! o n . ) Zz- 
chango of other forms <\C ber.de for ai'ortiaation 
bonds. An election may bo leld only after due
60. Session Laws. 1931, ch. 25, sec. 14, p. 85. iTontana. 81. itld.., sec. 6, p. 82.83. Session Laws. 1933, ch. 160, sec. 3, subhead 2, p. 12.
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aotloe to the voters of the district. The purpose for which 
the bonds are to be voted, the time, and the place of hold­
ing the election must be clearly stated in the announcement 
the coming election* In addition, the amount of the issue, 
the rate of interest and the length of time for which the 
bonds are to be issued must be stated. The announcement must 
be posted in three or more public places in the district at 
least fifteen days before the date set for the election. The 
ballots are prepared so as to show clearly where to mark 
"Bonds— Yes’* or "Bonds— Wo."
An interesting and probably typical illustration of the 
state of the public mind occurred in the presence of an 
issue of school bonds proposed for the construction of a 
school gymnasium. After the vote carried, the writer ap­
proached several citizens vdio voted for the issue and found 
that fully twenty-five per cent of them were Ignorant of the 
amount of the issue, and about two per cent were not sure of 
the purpose of the issue but thoiight it was for the purpose 
of building a school gymnasium.
A prominent official of the city of Missoula declared 
to the writer that all that has been necessary, heretofore, 
to carry a bond issue in Missoula County was to call an elec­
tion. He added that the people who carry bond elections paid 
so little direct tax that they never felt any added burden. 
"That in all elections hereafter held for the Issuance of
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bonds of any sohooX district, town, city, or county, only
qualified, registered electors who are taagpayers upon proper»
ty therein, and whose names appear on the assessment roll for
the year next preceding such election shall be entitled to63
vote thereat.” At present the general feeling toward In­
creasing bonded Indebtedness In the county, he apprehended 
had changed#
For District No. 1 , Missoula, and all other taxing units 
of this state, maximum amounts for which any school district, 
city, town, or township shall be allowed to become Indebted 
by the Issuance of bonds, "or otherwise. Including all In­
debtedness, represented by outstanding warrants and outstand­
ing bonds of previous Issues, or unpaid balances thereon. Is 
hereby fixed at three per centum (3^) of the value of the 
"taxable property” therein to be ascertained by the last comr
pleted assessment of the state, county and school taxes pre-
64vlous to the incurring of such Indebtedness.” The words
"value of taxable property” therein as used herein "shall be
given the same meaning and construction and are used In the
same sense as In Section 6 of Article 13 of State Constitu­
estlon. ” Full and true values are not the same as taxable
53. School Laws of Montana. 1951. «Qualification of Voters, 
p. Ôg, o^.n^9, sec. 12^3.“64. School Laws of Montana. 1951. "Bonds,” p. 454, ch. 147, sec. 2. Session Laws, 1^27.63. State Constitution, Section 6 , Article 13. Itontana.
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TQlues among the seven different classes of taxable proper­
ties we have in Montana; class one which includes the annual 
net proceeds of all mines and mining claims is the only class 
which is taxed one hundred per cent of its true and full val­
ue» All its remaining six classes are taxed at varying per­
centages but below one hundred per cent of true and full val- 65
ue* True and full value is sometimes designated as as-67sessed value.
"In any county of the first, second, third, and fourth 
classes the amount of all bonds requested or authorized under 
the provisions of this chapter shall not exceed, in any county, 
in the aggregate as outstanding obligations of the county the 
sum of four hundred thousand dollars ($400,000.00), and in 
all other counties, in any one county, the sum of three hun­
dred thousand dollars ($500,000.00). Such bonds shall mature 
in twenty (SO) years, or less, and shall bear interest and
the general form of the bonds shall be fixed by the board of63county commissioners." The above grew out of;
"No county shall issue bonds and warrants, except county high school bonds and emergency bonds, which will exceed two and one-half percentum, of the value of the taxable property therein, to be as­certained by the last assessment for state and county taxes previous to the issuance of such bonds; pro­vided, however, that a county may issue bonds which with ail other bonds and warrants will not exceed two and one-half per cent, but will not exceed
under Bohd Issues*
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
12.}.
tire per cent of value of taxable property, when necessary to do so for the purpose of replacing, rebuilding, or repairing county buildings, bridges, or highways which have been destroyed or damaged by an act of God, disaster, catastrophe, or ac­cident, or Mien necessary to do so for the pur­pose of acquiring land for a site for county high school buildings and for erecting or acquiring buildings thereon and furnishing and equipping the same for county high school purposes, pro­vided, however, that this act shaH not be con­strued to extend limitation in bonded indebted­ness for county high school purposes, as fixed in Section 1276, of Revised Codes of Montana,1921, and acts amendatory thereof; and further provided, that the foregoing limitation shall not apply to refunding bonds issued for pur­poses of paying or retiring county bonds lawful­ly issued prior to March 1, 1925. All bonds is­sued by any county in excess of this limitation herein fixed shall be null and void. The words **value of the taxable property" as used in this section are used in the same sense as in Section 5, Article 13 of the State Constitution and shall give the same meaning and construction," =9
In view of the foregoing extracts, in Missoula, each 
of the above taxing units can bond themselves to three per 
cent of the assessed valuation at least, the county high 
school would be limited by the five per cent goal, while 
the state has unlimited bonding privileges. In other words 
a total public debt amounting to fifteen per cent of the 
assessed valuation is possible plus whatever the state may 
as a taxing unit be disposed to superimpose. This limit 
of taxation has not been approached in Missoula, but there is 
moderately heavy indebtedness in the city and in the school 
district and a considerable am)unt of indebtedness in the 
county.
69. Laws of Mont. 22d Session, 1951, ch. 188, p. 520.
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The enstlng limit of indebtedneas which applies to 
Missoula likewise applies to most other comnmnities. In some 
oommunltles there are one or more additional taxing units 
duo to the superimposing of an independent high school 
{exaxaplOy Carbon County) district or a sanitary district, or 
an irrigation district, or both# In such communities the num­
ber of taxing units may become six, exclusire of the state#
It appears that the maximum bonded indebtedness for public 
purposes which can thus be spread over any piece of property 
is thirty per cent of the assessed valuation (full and true 
value) not including any indebtedness which may be incurred 
by special drainage districts or for state purposes. Despite 
this almost unbelievable possible maximum, repeatedly during 
conversation throughout the state, school men expressed the 
belief that there should be no upper limit for bonding, but 
that each local community should be permitted to bond just 
as heavily as It wishes#
After bonds have been voted, marketing becomes an in- 
portant procedure# If there are no questions as to the le­
gality of the district or as to the legality of the election 
which voted the bonds, little difficulty is usually encoun­
tered In marketing# Bonding companies are usually ready to 
purchase any legal issue of school bonds#
In addition to purchase of school bonds by private bond­
ing conpanies, we have the investment branch of the Depart­
ment of State Lands and Investments also interested in pur-
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Chasing school bonds. This department constitutes a kind of 
banking institution belonging to all the people of the state 
and managed in their interests. "Nearly all the general ob­
ligation bonds issued by counties, cities, towns, and school
districts throughout the state during last year (1929) were
70purchased by this department." The inrestments now made
are confined exclusively to bonds and warrants and the main
purpose is to secure revenue for the public school and
state institutions of learning. Investments made during the
fiscal year ending Jbne 30, 1930 amounted in all to $4,772,513.61̂
only $751,274*52 of this amount was invested in school dis- 71trict bonds.
72According to the law^ "no bonds shall be sold at less 
than par value and accrued interest . . .  provided, that no 
bid shall be accepted which will require the bonds to bear 
a rate of Interest exceeding six per centum (6^) per annum.
No attorney’s fees, brokerage or other fees, or commission 
of tsm.y kind shall be paid to any person or corporation for 
assisting in the proceedings or in the preparation of the 
bonds, or in negotiating the sale thereof." Often, there is 
a material premium offered for the bonds. Consequently, the
Renort of the Commissioner of State Lands and Invest- ^nts~Tor fiscal year ending June 30. 1930, p. 10, 
notes under '^ble No. I'll.'Ibid., p. 14, Table No. Til."2. School Laws of Montana. 1931. ch. 25, Session Laws, 1931, 
— iëeetion Is, p. 87, "Sale of Bonds".
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eurrent rate of interest in municipal bonds determines ap­
proximately the rate of interest which will be paid on any 
issue coming within the six per cent limit set by law. De­
spite the legal requirement that bonds must be sold at par 
or above, «discount has been allowed in the form of high in­
terest rates (Missoula County treasurer recorded in 1884 in 
his office one issue of $2,500, straight bonds bearing ton 
per cent— another issue of $45,000 bore seven per cent) or 
•long* attorney fees for transcribing the minutes of the 
board of the district selling the bonds or checking aa to_ 
the legality of the issue from various points, « according 
to I, M, Brandjord. Commissioner of State Lands and Invest­
ments, Commissioner Brand jord had no knowledge of any issue 
ever being sold at a real discount, that is, below par dur­
ing his administration. Rumor had it that bonds were sold 
for less in Lake County, but a letter from the county treas­
urer of that county did not confirm this report.
Discounts on bonds may result from the rate of inter­
est which has been voted. If the rate of interest voted is 
below the rate of interest which can be secured on other 
similar investments, bond buyers will not purchase the is­
sue without a discount which covers an estimte of the dif­
ference in income between the rate at which the bonds are 
to be floated and the prevailing rate of interest. Bonding 
companies may offer a choice of bids on a bond issue. In
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tie one bid a premium is offered if the bonds are purchased 
at a specified rate of interest, isrhile no premium is offer­
ed or even a discount is demanded if a lower rate of inter­
est is proposed. Too many school boards are Interested pri­
marily in the amount of money which will be received from 
the sale of bonds and choose the alternative of the premium 
and the higher rate of interest. Usually this alternative 
is much more costly in the end.
It would be difficult, perhaps impossible, to carry on 
from year to year enterprises of the financial magnitude 
which many local school systems attain without utilization 
from time to time of the credit mechanimn which modern socie­
ty affords. Such utilization Implies, however, understand­
ing of the manner in which credit functions, of the con­
sequences of improper use of credit, as w e n  as those of its 
proper use. In the use of credit for the financing of the 
Capital outlays of local school systems we find many in­
stances of Intelligent and proper application of its prin­
ciples. Unfortunately, we find numerous instances of blind 
incurrence of bonded debt, in Kdiieh the actuating 2m>tive 
seems to be implicit confidence that credit is a source Out 
of which something can be had for nothii^ in unlimited amount.
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Smnmary
Chapter VI has shown the steps in the floating of bond 
issues.
1. Bond Issues are usually voted too easily.
2. Marketing then becomes an important procedure 
in which private bonding companies and the 
Investment Branch of the Department of State 
Lands and Investments are Interested. &k>ntana 
school bonds must be sold at par value with 
interest not to exceed six per cent per annum.
There is no knowledge of any issue ever being 
sold at a real discount.
3* The real menace to the repayment of bonds is the 
fact that each unit of government— district, city, 
county, county high school, and sor^times, irri­
gation and sewage districts--can levy up to the SjS 
of the assessed valuation and the state pyramid 
Still move so that a given pieco of property may 
have a govern mental liability of eighteen or pos­
sibly thirty percent of the full valuation.
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Chapter VII 
The Cost of Bonded Indebtedness
When money Is borrowed by an Indlvldnal, a corporation, 
or a govemmental agency. It Is with the expectation that 
at least a similar amount of money will be returned at some 
future date. To return an amount equal to the amount bor­
rowed and no more would make no allowance for the use of 
the money over the period of time for which it was borrowed. 
Interest Is the technical term for money paid for the use 
of i!U)ney whether by individuals, corporations, or govern­
mental agencies. The interest which Is to be paid on pub­
lic school bonds must be secured through taxation. In 
the State of Montana, the general property tax is the prin­
cipal basis of taxation. It follows that debt charges must 
be met by additional taxes, levied chiefly on general prop­
erty. The following exhibit "Where the 1932 Tax Dollar 
73Comes from" taken from the 1932 Report of the State Board 
of Equalization plainly shows that practically all our pub­
lic revenue comes from the general tax on property.
This tax dollar is the revenue dollar secured from real 
and personal property only. It does not include taxes on 
incomes, inheritances, gasoline, licenses, occupations, roy­
alties, the output of natural resources such as timber, coal.
73* Fifth Biennial Report of the State Board of Equallza- 
ti<m. p. 6 .
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WHERE THE 1952 Tft-X DOLLAR CAÎ.ÎE FROM
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copper, oil, etc., except to the extent of 6.29 per cent 
which may be depleted. Since it does not include revenues 
from these last named sources, it is not the genuine tax 
dollar of today^it Is the tax dollar levied on real and per­
sonal property mainly, as it was in 1932.
75The following table shows the amount and percentage 
of total realized income derived from each industrial group 
in the United States in 1913, 1925 and 1926. This plainly 
shows that since agriculture only realized about ten per 
cent of the income of the national wealth in 1926 it was 
paying too much of the tax dollar when it assumed 33.62 
per cent of it in Montana in 1932 because the purchasing 
power of the dollar was even less in 1932 than it was in 
1926. However, since we depend mainly on the 1932 tax dol­
lar here in Montana as a source of tax revenue, the import­
ance of the contribution by agriculture toward paying inter­
est in bonded indebtedness cannot be overemphasized.
74 Where the 1932 Tax Dollar Came From, p. 136.75 Recent Economic Changes, U. S. vol. 2, Table VII, 
— pTVTU;--------------
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iUaoimt and Percentage of Total Realized Income Derived from 
each Industrial Group In U. 8 , in 1913, 1925, 1926.
PerCent PerCeniÎ PerCent
Agriculture 5.0* 14 8.9* 11 8.9* 10
Mines end quarries 1 . 2 3 2.2 9 2.5 3
Manufac turlng 7.3 21 16.9 21 17.8 21
Construction 1.5 4 3.5 4 3.5 4
Transportation and Publld Utilities 3.2 9 6.7 8 7.3 8
Commercial and Savings Bank .5 1 1 . 1 1 1.2 1
Merchandising 4.5 13 12.0 15 2.5 15
Government s 2.0 6 6.1 7 6.6 8
Unclassifiedoccupations 7.1 20
16.4 20 17.3 20
Miscellaneous incomes 3.4 9 8 . 1 10 6 . 2 10
Total realized income 35.7 100 81.9 100 81.9 100
♦Billions of dollars.
It developed In the historical study of bonded Indebt­
edness that a rapid Increase began with the year 1911 and 
continued through 1922. (Figure 6 ). It Is to be expected 
that Interest charges will have followed much the same
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course. Interest changes, however, would occur approximate­
ly one year subsequent to corresponding changes in bonding. 
Interest is paid either annually or semi-annually. Hence, 
returns from the sale of bonds will always be received at 
least six months prior to the first payments of Interest on 
bonds. Returns from the sale of bonds will often be re­
ceived a year before any interest is paid.
In 1911, interest oh bonds for the first time passed 
the ^100,000 mark. (Table HT). In 1918, it doubled the 
mark set in 1912. More than one-half million was required 
to pay for long term debt service in 1922. In 1924, $703,000 
was paid in interest, only to be exceeded in 1926. The bi­
ennial interest charge beginning in 1922 was over a half 
million for the bienniums 1923-24-26-28-30. The interest 
paid in 1926 was practically seven times that paid in 1912.
A declination set in following 1926. A steady falling off 
of amount of Interest paid at the rate of approximately 
$100,000 for each biennium began following the biennium 1926. 
It would not be unreasonable to conceive of this rate of 
decrease continuing during the biennium closing with June 30, 
1934 because so much effort is being made to curtail operat­
ing expenses of the various schools. The money saved here 
will undoubtedly be used to pay outstanding bonded indebted­
ness with a corre^onding reduction in interest payments.
The four counties whose biennial interest payments are ex-
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TA9LG X$V
AMOUNT or # NT CREST PAID #N DISTIItCT BONDS IN THE STATE OT MONTANA, 
Cascade, tews AW Clark, m i s s o u l a ,  and veLLORstoNC counties,
INTEREST PAID IN DEBTS
YEAR total or allCOtRITI ES Lewis a wCLARK MISSOULA Cascade Yellowstone
IS90 Mot REPORTED Not Cl YEN BY eoUNriES FOR THIS 'IEAR
1391 *2,779.09 M " M M H  HM
H  1*
w
1892 29,032.6* H M « M
1893 39,610.54 n » m » W  II •1
#895-0 51,4*7.31 *5,772.45 4,51*32 9,940.50 1,347.42
1397-8 26,œ2.S5 3,990.00 11,540.00 915.00
*900 43,277.84 I6C.05 3,938.90 **,*90.75 1,345.42
*901 49, 869. æ *6,006.30 3,900.00 2,5*0.42
1902 69,007.63 *3,875.50 2,773.25 9,976.32 4,865.69
NOT PUQLISIED
1903 6'*, 879* 87 **,590.50 4,272.50 6,933.00 4,939.28
1909 71,47̂ .25 *1,523.75 180.00 *1,851.35 6,495.20
*907 64,558.44 11,265.00 7,147.23 6,974.82
1908 44,208.95 II.182.50 11,449.20 2,793.60
*009 66,674.53 M ,886.25 33.75 7,0*2.82 11,753.92
1910 94,607.59 5,678.00 24,3* *2,539.20 12,201.77
*9(1 (30,5^.61 125.70 *2,233.00 *4,726.71
19*2 *02,879.83 *0,867.50 21.46 1,260.25 *3,397.(8
(914 *82,786.31 *4,042.50 #1,074.7# 21,616.72 *4,047.00
*915 *98,84*.52 *7,011.(2 (2,387.06 22,772.93 4,988,83
1916 246,497.44 *7,253.50 1 »,905.95 22 ,8 36 .0 2 (7,364.10
*9(7 2*9,451.94 *7,117,67 12,386.23 17,243.61 (7,023.62
*913 28*, 6*8. 76 (7,095.00 11,373.15 23,708.21 21,324.32
*920 301,471.5* *7,030.75 11,887.23 32,684.30 24,9* 5.79
I022** 635,446.92 38,035.37 42,944.62 27,527.10 53,239.47
*924*** 703,998.61 38,398,06 43,271.95 2*.025.03 53,429.06
*926* 7*1,726.04 39,033,00 11,194.25 (9,151.59 51,676.27
1928* 591,638.80 36,446.6* 32,947.75 20,272.06 47,599.97
I930* 533,4*7.86 31,873.50 26,452.58 47,9*0.74 42,891.73
*93* 487,0*3.23 28,095.82 25,241.08 65,632.69 37,5*2.25
*932 431,974.24 24,373.40 22,664.36 56.227.47 36,754.99
•En d J un e 30 ••End June 22 •••End JUNE 20
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
141.
Mblted la %ble ZTV show a gradual general decrease in tot­
al interest paid. The decided increase in interest for Mis­
soula County in the years 1922 and 1926 may be accounted for 
by the three new grade buildings which were built just prior 
to 1922 and the construction of the first wing of the high 
school prior to 1926. A very low ebb was reached in both 
Missoula County and Cascade County in 1926 which is accounted 
for by the fact that school bonds outstanding in 1924 had 
reached a very low point in the preceding biennium, 1924 
for both counties as the following exhibit shows.
School Bonds Outstanding
Tear Missoula County Cascade County
1916*
1918**
1920 247,000.00 671,150.00
1922 690,550.00 552,050.00
1924 51,265#00 522,300.00
1926 511,400.00 393,500.00
1928 300,700.00 617,374.69
1930 392,000.00 1,189,018.93
1931 225,491.00 1,342,292.24
1932 519,660.00 1,256,386.81
* This item not reported in 14th 
Sduoational Dept#♦♦This item not reported in 19th Educational Dept#
Biennial Report, State 
Biennial Report, State
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The sharp up-turn In interest paid by Cascade County 
beginning in 1930 can be accounted for by the extensiTe 
building program instituted by the construction of the 
fine high school building in Great Falls, costing over 
#1,000,000. Bonding for this started in December, 1927, 
followed closely by several other issues of over #200,000 
each* These issues began to be evidenced by increasing 
interest payments in the biennium ending June 50, 1928, 
mounting until the high point of #65,632.69 was reached 
in June^l931*
In Figure 10, the lines represent actual paymnts of 
Interest year by year. The rapid rise in the later years 
of the study reflects the influence of heavy increases in 
bonding during the period studied^ The general world econom­
ic stress is reflected in the sharp decline of the curve 
beginning at the close of the biennium ending in June, 1926* 
This decline will undoubtedly persist for some time to come 
because of the ultra-conservative attitude of the populace 
in general toward school expansion of any kind.
The schools in Montana have shown the greatest degree
of saving since the inception of our present budget law as
76evidenced by the following figures;
Montana Taxpayer. June 10. 1932. Beaumont* Editor,
Helena, Montana*
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1932 Counties Saved II5S
1952 Cities ** 9#
1932 Sehools • 22^
la ^Ite of this saving deiaanded by the people and al­
ready effected by the schools to a point where the schools 
are aetually suffering because of retrenchment with no leg­
islative safeguard, additional restrictive demands may be 
expected until the people are more enlightened along the 
lines of protecting the permanent school funds. "From 1916 
to 1924, $4t,348,000 of the permanent school fund which should 
remain inviolate according to our State Constitution, was 
loaned to private enterprise in 2565 farm loans, five-sizths 
of vhich erenow delinquent. Ohe principal and Interest of 
this would today amount to #7,000,000,” said Ralph L. 
Arnold before Montana Conference of Educational Problems, 
State University, July 15, 1953.
Another instance of misappropriating our permanent 
school fund is the purchase of #3,700,000 registered 4^
State warrants transformed into four per cent bonds by the 
Commission of State Lands and Investments. Bankers and 
bond buyers turned this issue down at four per cent because 
it represented,largely, a long term investment.
mrj Ralph L. Arnold, Missoula A tig. Past President of LionsClub & Chairman Finance Committee, School Dist. Uo# 1,Missoula, end President of Montana School BoardAssociation.
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Further, a law authorizing school districts, many of 
which had been struggling for years unable to meet and pay 
their debts, to fund their current debts with bonds was 
passed by the late legislature. This law is very broad, 
empowering the school boards to fund with bonds all warrants 
issued up to June 30, 1933, and thus to take care of all 
current expenses to that date with a bond issue. It auth­
orized X, M. Brandjord, commissioner of lands and invest­
ments and executive officer of the board, to buy all such 
bonds. The permanent school funds of the state, amounting 
to $500,000 to $750,000 In 1933 were to be invested in such 
bonds issued by 100 or more school districts, in order to 
purchase their outstanding warrants. The purpose aimed at 
by the legislature, as eacplained during the session, was to 
enable the school districts to put the budget law into ef­
fect by relieving them of the need to pay current expenses 
up to that time.
In an interview ISr. Brandjord stated that he was in­
formed that nearly 100 school districts planned to issue 
bonds, and that he had no doubt that other districts would 
do the same. While the total amount of the bonds to be is­
sued is a matter of conjecture, it is believed that they will 
run between $500,000 and $750,000.
Commissioner Brandjord said: "The banks and outside
investment companies may purchase a few of the choice issues.
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but the majority of school districts do not ezpect to sell 
their bonds to any one ezcdpt the state*"
Banks end Investors do not want the bonds, because many 
of the districts have been running behind for years, end 
their bonds are not considered good. The order of the land 
board seems designed to load up the school funds with from 
half to three-quarters of a million of school bonds which 
the banks will not have and nobody else wants*
Mr. Brandjord further said that "some of the conteiiQ>lat- 
ed bonds cannot be issued because the districts are beyond 
the debt limit fixed by %ie constitution and the statutes, 
others must be reduced In amount."
The bonds are to be bought with money from the permanent 
school fund and the school Interest and income fund* Bids 
were authorized to be made by lEr* Brandjord until September 
9* 1933, ar^ he stated that it would be Impossible to buy 
half a million dollars worth of the bonds unless money should 
be taken from the Interest and Income fund. On August 1, 
1953, there was but ^290,957*91 in available cash in the 
permanent fund, but on August 1 there was #473,785*42 in 
the interest and income fund*
In order to make the contemplated large purchases of 
these apparently undesirable bonds, it will be necessary to 
use interest and income fund money between the times when 
it is received and needed for Interest payments*
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The curve which represented the amount received from 
bonds (Figure 7) would have to decline materially before 
there could be any appreciable lowering of the curve of 
Interest payments. Table XX showed a sharp slump In bond 
sales In 1924 and 1926. A corresponding reduction In 
interest payments was quite pronounced in 1928. So long 
as any gain occurs In the amount of bonds outstanding, there 
must occur, within a year thereafter, a rise In the curve 
representing Interest payments.
The question which naturally arises in an examination 
of Figure 10 Is how far this curve will continue downward, 
since a decline in interest payments has manifested Itself# 
If eeonomlo conditions continue as they now are, the curve 
will continue in the present direction until the pressure 
of Increased population, with Its corresponding increase 
in school enrollments, forces districts into building ex­
pansion programs.
The rate of interest in bonds from 1900 to 1910 was 
low. Most school bonds Issued during that period drew less 
than five per cent interest. District No. one, Missoula 
City di^osed of a twenty-year issue of $45,000 of refund­
ing bonds at four per cent. Another issue went as low as 
three and one-fourth per cent. In 1910 a $52,000 issue was 
sold at five per cent and another of $15,000 for six per 
cent. AS a result of this change in rate, there would be 
an increase in interest charges even if there had been no
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increase in bonded indebtedness. Eowerer, even though inter­
est charges had reached a very low ebb in the decennial per­
iod from 1900 to 1910, the Increase in bond sales had jumped 
from one hundred forty-fonr thousand dollars in 1900 to 
treble this amount in 1910 while the interest payments had 
multiplied almost correspondingly, expanding from $49,000 
in 1901 to $130,000 in 1911— 1901 and 1911 were taken be­
cause the interest payments for 1900 and 1910 would not be­
come manifest until at the close of the fiscal year ending 
June SO, 1901 and 1911.
The usual rate in municipal issues prior to the war 
was four, four and one-half^ or less. During the years 1920- 
22, most school bonds in Montana were issued at six per cent. 
The receipts from sale of bonds in these years amounted to 
$4,071,716#05. Subsequently to the close of this fiscal 
period, loans were effected at lower rates. Missoula County 
High school, for instance, marketed $200,000.00 at 4.6 per 
cent. The face of the bonds issued in 1920 was at least 
$2,500,000 (see Table U  for 1922, p. 64 ) received from 
sale of bonds in round numbers. If allowance is made for 
some short term bonds and some serials, perhaps fifteen 
years will be a fair estimate of average maturity. The dif­
ference between the simple yearly interest on these bonds 
at five per cent and the simple interest at six per cent 
is $25,000. In fifteen years the difference amounts to 
$375,000.
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Thus It appears that had the school people in many dis­
tricts of Montana been willing to undergo temporary inconren- 
ience from crowding instead of issuing bonds for building 
purposes, the difference in interest costs would have near­
ly huilt^at present cost of building material,one large high 
school like the present Missoula high school, assuring the 
original cost of about $400,000, The difference in interest 
costs would have enabled the districts i^lch incurred in­
debtedness in 1920 to pay annually the salaries of 304 men 
teachers or 375 women teachers at the average salary paid in 
1922. Not only could this additional corps have been added 
in 1922, or the salaries of that number of the existing 
corps have been paid, but the same situation would have per­
sisted for the following twelve years for two-thirds the 
above number of teachers granting that salaries remained 
at the 1922 level.
Another excess cost results frcaa building during per­
iods of prosi>erity. The degree of pro ferity which char­
acterizes any period corresponds closely with the degree to 
which all laborers are employed, ??hen potential jobs ex­
ceed laborers in number, times are called **good,* Wages tend 
to sc^r because of con^etltlon for the services of laborers. 
The rate of interest becomes high because commercial enter­
prises need capital. Commercial enterprises can afford to 
pay well for capital because of the rapid turnover which re­
sults from a heavy output of products. The cost of produc-
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tion tends to monnt because of high wages, high interest 
rates, and hi^i raw materials. People become spenders.
Public school men are in a sense excusable for their 
lack of foresight in urging bond issues when rates are high. 
It usually occurs that rates are high during periods of 
business expansion and low in periods of business depression. 
When "times are good" it is possible to carry bond issues 
in conservative communities ^Ich greatly need school im- 
provmients. Friends of progress in education are alive to 
the possibilities of expansion which arise during periods of 
material prosperity. Bonding campaigns tend to be success­
ful at the very time when rates of interest should tend to 
cause districts to avoid the incurrence of long term debts.
After bonds have been voted and sold, building begins. 
High wages for laborers, high interest rates on the capital 
of contractors, and high prices on raw material add heavily 
to the cost of building. Time alone can tell how much ex­
cess cost the people of Montana have acqtuired as a result of 
esqpending $2,500,000 (1922) on expansion of plants during a 
period of currency inflation and maximum building costs.
When deflation comes, as it doubtless always does come, 
long term debts which were incurred during ^he period of 
inflation and high prices must be redeemed and interest, 
likewise, must be paid with appreciated dollars. During 
the present decade these appreciated dollars are now paying
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for more or less obsolete buildings which could probably be 
replaced by new structures at a much lower cost than was 
originally expended for their erection. Some buildings which 
were built out of SŜ r to 48^ dollars will probably be partial 
ly paid for with 75çg and 80^ dollars. If the dollars reach 
the 1918 level, the ratio of excess payment will be even high­
er.
A  good measure of the cost of any commodity or service 
is the extent to which its indulgence precludes the purchase 
of other desirable commodities or services. As a measure of 
what interest has cost and is costing. Table Z7 is presented. 
The data for this table were taken from the reports of the 
various county superintendents on file in State Superintend­
ent’s office for June 30, 1950. It was impossible to deter­
mine definitely the number of months in the school year for
the various years. Accordingly the average monthly salary78
1S3S arrived at by taking the number of teaching positions, 
kindergarten, elementary and high school for both men and 
women end dividing this number into the total amount paid for 
elementary and high school both men and women. This gave 
the yearly salary per school year. The monthly salary was 
determined by dividing the yearly salary per position by 
nine the ideal length of a school year.
In 1891, when interest charges were at the lowest ebb, 
it would have been possible to employ 23,7 men teachers
78. Table B, .Twentieth Biennial Report, p. 82
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THE NUMBER or MEN TEACHERS Oft WOMEN TEACHERS WHO 
COULD Have been FaID ANNUALLY tr NO INTEREST HAD BEEN 
Raid ON BONDED INDEBTEDNESS, |8D|-#D3|
152,
YEAR INTEREST Rai o on BONDS
MONTHLYSALARYor MEN
Yearly Salary or9>!ONTHa(men)
No, COULD Have seen Paid with 1NTEREST
monthlySalaryorWomen
Yearly Salary or 9 MONTHS (WCMEN)
No. COULD HAVE BEEN Raid with 1NTEREST
1891 12,779.09 537.12 23.7 43.65 26.26
1802 29,032.61 537.12 54.0 48.63 59.67
1893 39,6(9.34 537.12 73.7 48.65
1994
1805 51,417.31 537.(2 95.7 48.65 105.68
1806 59.68 537,(2 48.^ 437.85
1807 26,882.59
1398 69.28 623.52 42.9 43.61 437.49
1809
1900 43,277,84 69.04 621.36 50.30 452.70
1901 49,869.28 75.38 678.42 51.25 461.25
1002 69,007.63 76.89 602.01 52.04 468.36
1903
1904
1905 61,875.87 83.00 747.00 54.00 486.00
1906 71,474.25 87.30 783.70 56.07 504.63
1907 64,558.44 85 + 765.00 57 4 513.00
1908 44,208.95 99 + 891.00 60 + 540.00
1909 66,674.93 92.(4 829.26 62.(0 558.90
1910 94,607.53 112.24 ( ,0(0.16 67.05 603.45
19(1 (30,521.61 98.89 890.01 (46.65 67.05 603.45 2(6,29
1912 102,879.83 (00.78 907.02 68.30 6(6,50
1913
19(4 (82,756.31 93.29 839.6( 2(7.66 75.55 679,95 268.77
1915 198,841.52 93.47 841.23 76.23 686.52
19(0 246,497.44 94.10 847.62 76.98 692.82
1917 2(9,451.94 92.51 832.59 73.71 663.39
1918 281,6(8.76 105.52 940.68 77.38 696.42
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YEAR INTEREST PA# 0 ON BONDS
Monthly Salary OF Men
YEARLY Salary of9,MONTHS (Men)
No. COULD HAVE Been Paid w i t h  1NTEREST
MonthlySalaryOFIVOMEN
Yearly Salary of9 (.toNTHS (WOMEN)
NO. <X>ULDHave been Pa# D WITH interest
191»
1920 38$,471.5# $37.00 #,096.00 348.07 IN.00 999.00 381.85
1921
*922 635,445.92 $66.60 1,499.4$ 129.15 I,$62.42
1923
$924 703,998.61 180.09 I,620.85 434,34 $19.94 1,079.40 632.2$
$92»
$926 7# 1,726.04 $89.47 1,705.23 $20.79 $.087 $0
$927
#928 591,638.80 $84.73 $,663.03 120.18 1,$35.65
1929
$930 533,417.86 $9$.60 $,724.45 $29.90 1,169.1$
193$ 487,0$3.23 $87.70 1,680.70 #28.74 $,$60.0$
$932 43#,974.24 $64.36 1,479.20 $30.77 I,#77.00
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OP 26.26 vomea teachers for nine months using the 1896 sal­
ary level and to pay their salaries out of the amount of 
money which was required to pay interest for bonded indebt­
edness during this period, mrnt is not at all unlikely, 
interest bearing warrants were substituted for cash for 
teachers* salaries, and the cash used to pay interest on 
bonds which ultimately meant that the districts were losing 
proportionately in a higher type of service. In 1914 the 
potential salaries of 217.66 men or 268.77 women were shift­
ed to the interest column. In 1920, the interest charges 
on bonds were sufficient to pay 348.07 men or 381.85 women 
teachers. In 1924, the salaries of 434.54 men or 652.21 
women teachers could have been paid from interest costs 
arising from outstanding bonds.
If the interest could have been eliminated in 1924
14,479 additional children could have enjoyed the privilege
of instruction under women teachers with no additional
aggregate cost, assuming a teacher-pupil ratio of 22.2 as79given by the State Department of Public Instruction for 
high schools in 1932. This ratio represents the average 
for all the schools in the state. It must be admitted that 
much of the interest could scarcely have been avoided under 
the present organization and administration of school dis-
791 Twenty-Second Biennial Report, p. 77.
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trlcts of Montana# On the other îriand, much of the interest 
could have been avoided by Good business laanageinent and 
every dollar so saved could have been applied to tiie poten­
tial revenue for current expenses# Furthermore> if reorgan­
ization of the school system in Montana is ever planned, the 
argument stated calls for considerf;tion of the possibilities 
of creating school units large enough to insure opportunity 
for cash payments for capital outlay.
In conclusion, bonding is costly, but it is justifiable 
because it is Impoiiible always to gage the immediate needs 
of school districts.
Summary
Captor VII treats on the subject of the cost of bonded 
indebtedness to the taxpayer of Montana, a state in which 
real estate and personal property are the chief bases of 
taxation.
1* The significance of the proportion of funds (33.62 
per cent) received from agricultux'e in relation to 
that received from other sources was emphasized. 
Since agriculture provided a small proportion of the 
state income (2.81 per cent) in 1919, it will be 
noted that a disproportionate share of this cost 
falls upon agriculture.
2. Enormous losses of principal and interest in con­
nection with permanent school fund investment in
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t&Tm mortgages were pointed out*
5. Some of the permanent school fund was used In 
the purchase of state registered warrants*
4* Ü3ie purchase of outstanding district school war­
rants with these same funds was shown to be un­
satisfactory. This undesirable paper was not mar­
ketable.
5. Another excess cost resulted from building during 
periods of prosperity and paying bills in times 
of declining income.
6* All these experiences have brought on Montana dis­
tricts unnecessary loss us in principal and interest*
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Chapter VIII 
Floating Indebtedness
In Montana, there is but one type of floating debt of­
ficially recognized, on County Superintendents* annual re­
ports to State Superintendent’s office, namely, registered 
warrants under column headed "Other forms of Debts" issued 
during the year. In addition to this there is known floated 
indebtedness of "Money borrowed" or "Loané", but evidently 
the reports of the school district clerks to the County Super­
intendents did not specify the nature of such indebtedness 
as "Money borrowed" or "Loans" and in turn of course, the 
County Superintendents* reports to State department, which 
embodied all reports of school district clerks, could not 
end did not clarify this item. The total amount of the items, 
"Money borrowed", and. "Loans", is insignificant when com­
pared with the figures of registered warrants, outstand­
ing. Virtually all reported floating indebtedness at any 
time is composed of registered warrants.
Registered warrants outstanding arise from the issuing 
of interest-bearing paper in payment of teachers* salaries, 
or any other items of expenditure when there are not suffic­
ient funds in the treasury to meet the obligations. When an 
order is issued interest begins on the date of the issue.
Interest continues until the order is paid or until the hold­
er of the order has been notified personally, or by a public
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edTor'tiseiasntÿ that jTtmds are available for payment and that 
Interest will cease on a specified date.
tRiere is a legal limit to the amount of registered war—
60rants which may be issued in excess of available funds,
and there is a legal limit within which such orders must be 81paid. The twenty-third session (1933) of the Legislature 
passed an act to amend Section 1012 of the Revised Codes of 
Montana of 1921, "relating to the authority of school dis­
tricts to issue warrants before school moneys are collected;
and making valid and legal all warrants heretofore issued in82conformity therewith. The Board of Trustees of any school 
district shall have authority to Issue warrants in anticipa­
tion of the collection of school moneys for which levies 
have been made, but which have not been collected, for the 
payment of current expenses of the schools of said dis­
trict;
"Provided, however, that the totals of all such warrants 
issued during any fiscal year shall not exceed an amount 
aggregating the following: the cash on hand at the begin­
ning of such fiscal year, ninety (90) per cent of the amount 
of all taxes levied by such school district for the purpose
60. School Laws of Montana (Supplement), p. 13, Section ■"TÔIS, issuance of School District Warrants against anticipated revenues, eh. 162, Laws of 1933.81. School Laws of Montana, p. 81, "Bonds", oh. 147, Sessionlaws, 1^2^, Section2.82. Revised Codes of Montana, 1921, Section 1012. UnderIssuance of Warrants against Anticipated Revenues.
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Of proTldlxig revenue8 for current expenses for such fiscal 
year, plus all revenues actually received from all other 
sources for use during such fiscal year, and all warrants 
heretofore Issued within the limits herein prescribed are 
hereby declared to be the valid and subsisting obligations 
of the school district issuing the same;
•Provided, further, that until receipt of such revenues
other than revenues from tax levies, the Issuance of warrants
shall be based upon the amount, of such revenues received
83during the previous fiscal year."
It Is possible for warrants to remain outstanding for 
one or more years but provision was made at last session 
(23d) of the Legislature to begin retiring outstanding war­
rants so that all outstanding warrants must be retired by 
Jhly 1, 1956 and thus put all districts on a cash basis as 
far as current operating expenses are concerned.
According to an opinion Issued by Attorney General 
Raymond T. Nagel to M. P. Moe, State High School Supervisor, 
as reported In the July 14, 1933 Helena Record-Herald. "It 
Is compulsory that school trustees either Issue funding bonds 
to retire all outstanding warrants or that they make a levy 
to retire such warrants before July 1, 1936." Kie opinion 
also proceeds by saying, "that It Is mandatory upon the board 
of trustees to retire the outstanding warrants by one or the
83. Signed by Gov. John 2. Erickson In March 16, 1933
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Other of the two methods outlined by the Statute* »♦
In an opinion (reported in July 28, 1933 Helena Record- 
H6rald) issued to J. W, Lynch of Fort Benton, Attorney Gen­
eral R. T. îïagel held that school districts may legally re­
fund both high school and grade school warrant debts in one 
issue of refunding bonds under the law passed by the late 
legislature# In the same paper for July 13, 1933, the At­
torney General ireported in an opinion to County Attorney 
Thomas Dignan of Glasgow, «It was held that school warrants 
are obligations of the school districts, and should be taken 
into acoount in detemlning the debt of the district, and that 
a school district is a body corporate and politic, the war­
rants issued are its warrants, and the obligation to pay 
the same Is its obligation# The opinion added:
«Even though most of the funds each year are derived 
from a county-wide levy, the county has no obligation to 
pay outstanding district high school warrants* The govern­
ing body of the county, the board of county commissioners, 
has nothing whatever to do with the establishment of a dis­
trict high school, the matter is not submitted to the elec­
tors of the county and it would be rather unusual to say that 
power has been placed in the hands of other persons than the 
county officers or electors to create an agency which had 
power to create a liability against the county, without the 
county* s governing board or its electors having any voico in 
the matter."
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**Antiol.patio& warrants are issued against taxes which 
have been levied but are unoolXeoted. Such warrants have 
been in use for several years. "School trustees shall have 
the authority to issue warrants in anticipation of school 
moneys which have been levied but not collected for the 
payment of current expenses of schools, but such warrants 
shall not be drawn in any amount in excess of the sum already 
levied; and provided, that when the electors of any school 
district have at a special election held between January 1, 
1925, and July 1, 1925, approved a spedial levy in excess 
of ten mills for the purpose of covering necessary expenses 
in maintaining school for the remainder of the current school 
year of 1924 and 1925, and the result of such election has 
been certified to the board of county commissioners as pro­
vided for In Section 1222, Revised Codes of Montana, warrants 
may be issued in anticipation of its collection, which war­
rants shall be registered and paid out of such funds when 
84collected."
The law sanctioning anticipation warrants has remained 
much the same in intent, but has been amended and rewritten 
at different times. The issuing of anticipation warrants 
has become prevalent, especially among districts in larger 
urban centers, such paper has been issued extensively for 
almost every conceivable type of school expenditure. It is
ctA school Laws of Montana, March 1951. p. 18, Sec. 9647 — 5ïïr”lI^T“ Session Laws 1929.
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not at a H  unoommon to find districts issuing bonds to the 
limit and then issuing anticipation warrants annually, dur­
ing a period of two to five years, in order to cover the 
cost of a desired school building.
The Issuance of anticipation warrants has several in­
herent dangers*
In the first place, except in eases of unusual emergen­
cies, it is a poor way to do business end more especially85
public business. Plehn declares that ^The use of warrants 
to meet claims largely in excess of funds on hand is a loose 
and undignified way of doing government business. It betok­
ens a dangerous condition of perennial deficit,** To issue an< 
ticipation warrants in any year covering a large per cent of 
the expected returns from taxes for the year, almost in­
evitably signifies the necessity of repeating the process 
for the following year. The following schools and school 
districts according to reports of County Superintendents to 
State Superintendent have been using this as a means of 
operating schools:
85, Plehn, Introduction to Public Finance, p, 336,
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HameofSchool
Registered Warrants Outstanding Jüne 50. 1930
Manhattan #22^149.58Three Forks 15*431.48Belgrade 8^492.88Cutbank 20^314.47Moccasin 3^543.85Sheridan 10^252.84Twin Bridges 11;240.00Cardwell 5,356.00Ennis 3;414.76Winnett 3,284.40Bowdoin 20,064.25Deer Lodge 24,064.20Hamilton 4;640.63Florenoe-Carlton 5;506.72Sayage 10;000.00Fairview 18;550.62Lambert 10,377.10Wolf Point 51,442.00Homestead 5;947.00Butte 65;894.22Power S;921.84Sweet Crass 19;658.62Glasgow 16,256.60Frazer 10,983.17Opheim 15,138.17Project 8,660.60Zortman 11,506.95
#365,892.93
Tho above atatament shows a warrant Indebtedness of 
#385,892.93 which it is safe to conjecture might easily be 
a half million as no school with a warrant indebtedness of 
less than #3,000 was listed. The condition of this out­
standing warrant account ending June 30, 1933 as summed up 
by Miss Elizabeth Ireland, State superintendent of Public
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Instruotlon» who In a two«>weeks business tour school
officials in central, eastern, and northern Montana visited 
all of the chief cities and more than a score of towns* On 
her return to Helena she stated that the total amount of reg­
istered school warrants in the state would probably not ex­
ceed $100,000* This report shows a strong tendency toward 
reducing outstanding warrant indebtedness in the state and 
the significant feature about the trend is that it has de­
veloped during the past three years*
Secondly, the accounting systems of many school dis­
tricts are so inadequately organized and so inefficiently 
managed that it may not be at all clear when the ninety per 
cent limit of anticipated tax revenue has been reached* County 
superintendents question the accuracy of reports on antici­
pation warrants. Ignorance of the significance of anticipa­
tion warrants necessarily indicates Inability to determine 
when the ninety per cent has been reached* Reports which 
exhibit such items as "Loans*, "Money borrowed", and "Over­
drafts" indicate districts in which illegal practices or 
poor accounting exist to such an extent that it seems im­
probable that the 90 limit can function properly. In com­
munities in which the application of other legal limitations 
have been ignored it seems scarcely probable that there would 
be any conscientious attempt to keep the issue of warrants 
within the ninety per cent limit*
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A third danger arises from the possibility that warrants 
will not Immediately be redeemed when the taxes against which 
the warrants are levied have been collected. The act Is so 
worded that all warrants are issued against a specified tax 
levy. This would imply that few anticipation warrants should 
be outstanding longer than one year, and that at no time 
should any taxing unit have outstanding anticipation war­
rants exceeding ninety per cent of the tax levy for the year. 
The only means available to guarantee that all anticipation 
Warrants will be paid before the end of the fiscal year are 
those of strict business management and exact accounting.
The school clerks change often, and the only accounting 
attempted by many of them until recently, when the twenty- 
second Legislative Assembly voted the bugetary control 
method of school accounting for Montana schools. It appears, 
consisted In filling In the order stubs. In some oases 
the stubs have been lost and consequently no record of orders 
issued exists.
The present Issuance of warrants in triplicate as out­
lined under our new budget law for schools is a much more 
satisfactory check on expenditure of school money. "The 
clerk of each school district must Issue all warrants drawn 
against any fund of the district In triplicate, and each 
thereof shall show on Its face the particular Item approp-
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riatlon es set forth In the final budget, against which 
the warrant is drawn . . . The •'Hot Negotiable» copy for 
Clerk of School District, shall be retained by the clerk 
of School District as a receipt for such disbursement.**
The law states that a warrant shall draw sir per cent 
per annum "from the date of its registration until paid or 
until notice shall be given by publication in a newspaper 
or otherwise that the money for its payment is available 
end that it will be paid on presentation.» What can easily 
occur in districts which are not anxious to take up their 
warrants is that no call for the outstanding warrants is 
made. The warrants consequently remain outstanding and con­
tinue to draw six per cent interest. The law might well 
have included a provision to the effect that Interest on 
anticipation warrants should automatically cease at the 
end of the fiscal year. If such a provision were included 
in the law, most warrant holders would insist on payment 
when the interest ceased and there would be little danger 
of warrants accumulating from year to year.
On the other hand, under proper legal safe-guards and 
prudent business methods, a decided advantage may arise 
from the privilege of issuing anticipation warrants for 
building purposes. When rates of interest on public bor­
rowing are high it is expensive to float long term bond 
issues. Interest rates usually remain high over a ccmpar-
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atirely short period of time. If anticipation warrants and 
levies for building purposes may be used for financing 
necessary building In^rorements during periods of high 
interest rates, communities may be saved heavy excess in­
terest charges.
It is quite evident that some school districts of 
Montana according to reports of county superintendents on 
file at State Superintendent's office were tending to run 
farther and farther behind in floating indebtedness result­
ing from outstanding warrants. A study of the table on 
page 163 shows that this method of financing was resorted 
to mainly by the mediumrsized cities— the only exception is 
Butte. There is a real reason, however, for studying the 
reports on anticipation warrants in that the amount of an­
ticipation warrants issued in any year furnishes a good in­
dex of the probability that anticipation warrants will or 
will not of necessity be issued during the succeeding year. 
If the revenue for any year is largely spent in anticipa­
tion of its collection, the same situation is likely to pre­
vail during the succeeding year. Succeeding years will nec­
essarily show heavy percentages of anticipation warrants.
The use of anticipation warrants has become a costly 
means of temporarily shifting a part of the burden of cur­
rent expenses a year into the future. Its one advantage is 
that it may occasionally permit a community to avoid issuing
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l o %  term bonds* Xn many oases. It becomes a mere subter­
fuge to enable a district tc go into debt beyond the three 
per cent limit. Eowerer, wherever the three per cent limit 
has been exceeded, according to a letter received by I* M. 
Brandjord. Commissioner of State Lands, from Attorney Gen­
eral R. T. Nagel, "It is impossible for us to determine 
what portion of an indebtedness in excess of this constitu­
tional limitation is legal and what portion is illegal. This 
office, therefore, cannot approve the purchase by your board 
of bonds issued under this chapter where such bonds with oth­
er indebtedness of the school district exceeds the consti-
86tutional limitation.**
To suzmuarize, floating indebtedness In Montana school 
districts consists of outstanding warrants. There is a 
legal limit to the issuance of these warrants which must be 
retired by July 1, 1936, and thus put all Montana districts 
on a cash basis after that date. The right to issue war­
rants by Montana school districts has been abused but a 
marked tendency to curtail this type of loose financing is 
already evident*
86. Helena Record-Herlad, Saturday, July 29, 1933,
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STJjnniary
To suraraarlzie, floating indebtedness in Llontana school 
districts consists of outstanding warrants. Xiaportant points 
to be noted in connection ^ith tnem are given in chapter VIII.
1. Ttiere is a legal Unit to the Is nuance of these 
warranta, which iriust be retired by July 1, 1956, 
and thus put all Montana districts on a cash basis 
after that date•
2. The right to issue warrants by Montana sc..ool dis­
tricts has been abased. Tlio Issuance of anticipa­
tion warrants has been used as a subterfuge to 
evade the mximum limit for bond issues. The 
results of this have been altogether bad for
the schools of Montana.
3. A marked tendency to curtail this ty,e of loose 
finance is already evident.
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Chapter IX
A Campari son of School Indebtedness With 
Indebtedness of Other Taxing Units
In treatises on school finance^expenditures for schools 
are often compared with expenditures for other governmental 
purposes. No one has yet determined an Ideal ratio. The 
usual procedure appears to be that of a comparison In a 
chosen group of cities. The method is based upon the prem­
ise that any Individual school system of the group which is 
below the average In the chosen cities may well strive to 
attain at least the standard maintained by the majority.
Fiscal independence of governmental agencies Is char­
acteristic of Montana. The state is a unit with taxing 
power. The county is another unit. Cities and villages 
are fiscally Independent. School districts of the state 
likewise enjoy fiscal independence. Fiscal independence in 
school districts has developed to the extent that county 
high schools and community high schools due to our bugetary 
system are fiscally independent of the underlying elementary 
systems.
In addition to the various taxing units named above are 
park districts, sanitary districts, forest rei^rve districts, 
road districts, and library districts. The fiscal independ­
ence of these taxing units is not always so clearly defined, 
but appear to have either independent or semi-Independent 
taxing powers.
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Not only do such Governiaoatal units have taxing power, 
but all fiscally independent units, with minor exceptions, 
have power to contract indebtedness♦ Tlie limit of indebted­
ness for any fiscally independent taxing unit as shown be­
fore is three per cent of the assessed valuation. A 
danger of over-indulgenco in indebtedness arises from the 
fact that each governmental unit has a limit which is in­
dependent of other limits.
It is scarcely probable that communities will re ch the 
maximum indebtedness which is possible as a result of super­
imposed taxing units. There is probably heavier indebted­
ness in many communities, howover, than would have been in­
curred if the superimposed units had not enjoyed fiscal in- 
depoadence.
Not only are taxing units in Llontana fiscally independ­
ent, but taxing units except school districts are reoogniz^ed 
aa independent of higher authority even in the riutter of rnk- 
ing réports* Each county keeps its own records but makes 
no reports of its status to the state* Each township keeps 
its own records and likewise is not required to report to 
the county or to the state. Each city and each village is
87. 4th Biennial Report (10 mill levy for all puiq. oses). Cities and towns— extent of powqr to tax, p. 154.
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its own business manager and makes no report relative to its 
management except to its own voters. Local autonomy could 
scarcely be developed to a higher degree than Is the ease in 
the State of Montana» especially in matters of public finance.
From these facts, it appears that to undertake a com­
prehensive study of the indebtedness of taxing units in the 
state would require an examination of the books of each tax­
ing unit under consideration. The law requires that each 
taxing unit which votes bonds shall keep a bond book in which 
such bonds shall be registered. Taxing units are not re­
quired to report bonds for any other registry. The sale of 
bonds becomes purely a transaction between the taxing unit 
and the bond bi:̂ er.
Comparatively few bonds have ever been received for 
state registration. Seme counties have made registry with 
the county clerk pexmissible. After bonds have been regis­
tered with the county clerk that official spreads the neces­
sary ftTiTTtiai levy as an addition to the levy made for other 
purposes by the taxing unit. In most counties, however, the 
taxing unit alone has a record of its indebtedness.
It was impossible, therefore, for the writer with the 
time and personal resources available to secure documentary 
evidence of the amount of indebtedness of any large number 
of taxing units other than school districts.
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It Is always possible to secure infor:nation on. the 
coiinty indebtedness at the county courtn.ouso, a good ciicck 
on the validity of tho reports on count:/ debts is usually 
available in the official tax levy as certifled by the 
county board. In counties where per: ilssive bond re/istra- 
tion has been established, it is n?cess ;ry also to have ac­
cess to the registered bone books, since the levy for regis­
tered bonds does not ap/oar on tho certified t- levy of 
the taxin/5 unit which issueu . . : unds.
For units other than counbics, no definite inionaation 
on the exact amount of either oonded indebtedness or float­
ing indebtedness is available at the county coirthouso ex­
cept in those counties which have estaMisuec th ■ plan of bond 
registration. From the certified levies in the clerk’s of­
fice, when checked c:gainst the clerk’s list of re.jistered 
bonds, it becouos possible to î.e.-itif :/u t, ,e taxin., units w .ich 
have indebtodness and in ma y cases r.pproxiia'.tcly the aiiount 
of such indebtedness.
Before undertaking any comparison of school in .ebtea- 
ness with indebtedness of other taxing units, it will 
be well to c'11 attention to a method of financinj capital 
outlay which has been used extensively by counties 
and to a more 11, .it o' extent by cities and villa js. The 
hard ro els pro ra of tho past fna years oi'fers an 
excellent illustration, hany counties :r\vo oat̂ .u-ed upon 
a pro :rnm for porman .nt roads. Sor,ie counties have issued
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Table X7I
Bonded Indebtedness in County, City or Town, School 
Districts, and Offhep Taxing Units, in 19S0
County County Hat Indette&es#^City &SsdeWedness Dist* Schccl̂  mdBbtedciôss Irrig.
1.Beaverhead 29,901 124,593 214,083 None
2.Big Horn 406,741 240,408 233,427 168,000
3.Blaine 270,888 236,163 139,454 504,453
4.Broadwater 64,520 63,569 10,776 26,702
5.Carbon 543,745 152,269 352,276 427,274
6,Carter 110,672 84,040 13,730 None
7.Cascade 884,365 2,031,673 1,069,985 195,552
8,Choteau 566,399 218,619 94,951 None
9.Custer 209,207 84,040 75,989 300,442
10.Daniels 188,609 103,060 171,053 None
11.Dawson 584,000 254,227 175,646 149,132
12.Deer Lodge 167,636 143,867 40,026 .L.one
13.Fallon 332,734 236,070 55,231 None
14.Fergus 1,366,722 661,671 452,035 125,627
15.Flathead 561,657 339,524 140,702 40,807
68. Fourth Biennial Report, State Board of Equalization to 2;ind Legïslatit o  Assembly P. 129 (1930)
69. Ibid., P. 158.90. T5id., P. 129.91. T F H . , P. 129.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
Table _ cont.
175;
County County I'lat kxtebtedness
OLtgr & To wn 
lodebtectneæ Diet, School IndebtBdness Drainage & Irrig.
16.Gallatin 356,425 867,726 292,490 185
17.Garfield 94,197 ITone 19,519 None
18.Glacier 180,976 137,015 153,754 1,504
19.Golden Valley 385,490 25,642 48,683 25,362
20,Granite 277,430 59,227 20,988 64
21.HI11 298,225 561,045 460,632 ITone
22, Jefferson 41,178 91,657 138,049 3,897
23, Ju.dlth Easla 220,030 81,080 166,927 None
24,Lake 252,073 150,464 233,905 768
25,Leï'is & Clark 240,125 565,141 451,009 ITone
23,Liberty 33,303 40,813 31,907 ITone
27.Lincoln 61,634 97,684 110,799 121,971
28,HadIson 78,240 25,123 102,973 None
29.HcCone 63,591 ITone 53,638 ITono
30,Heagher 336,734 30,518 79,388 None
31.Hlneral 66,646 ITono 17,603 None
32.I!lssoula 656,355 744,966 229,164 14,856
SS.Lîusselshell 783,537 287,980 159,720 None
34.Park 230,454 337,051 86,161 None
35.Petroleum 143,090 186,592 31,962 None
36.Phillips 364,096 150,531 254,907 None
37.Pondera 329,627 403,157 210,616 None
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Table XVI CO nt.
County County Net Indebtedness City g; ToTsm ïndobtednesa Dist, School ÈidebtediBss Orainage So Irrig.
33.Powder Rtver 70,454 None 13,209 None
39.Powell 230,039 215,351 44,897 None
40.Prairie 27,752 14,991 107,477 None
41.Ravalli 356,544 80,027 256,088 673,436
42.Richland 120,889 111,646 173,841 None
43.Roosevelt 520,701 337,682 236,265 None
44.Rosebud 611,286 312,285 301,072 324,465
45.Sanders 105,776 648 141,103 None
46.Sheridan 509,361 45,898 111,073 374
47.Silver Dow 533,000 2,249,966 240,184 None
43.Stillwater 326,273 26,349 183,751 148,408
49,Sweet Glass 271,974 26,655 10,302 None
50.Teton 285,568 36,124 111,347 978,336
El.Toole 364,797 468,019 142,953 110,758
52.Treasure 37,044 70,523 33,620 000,984
53.Valley £64,830 163,079 377,840 None
54.wheatland 202,193 104,572 99,796 Hone
55.V/lbaux 63,327 24,117 15,214 None
5 6. Yellowstone 379,851 1,687,438 639,217 527,501
Totals #16,935,864 #15,695,872 #9,813,291 #5,471,860
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bonds to pay for such iaprove^ients • Other counties have 
voted an additional tax for a period of yea. s for the pur­
pose of road construction. This additional tax pays for 
thé improvements without creating indebtedness. Only such 
part of the pro^rara as can be firmnced with tho revenue 
received from,the special tax levy is undertaken durin ; any 
year. County indebtedness is therefore materially lower 
than would be the ease if bonds had been voted for the 
purpose of carrying on the hard road pr .ŷ rom.
There appears to be a tendency on the part of taxing 
units other than schools to vote short tiiue honds. Schools 
seen to tend toward spreading the issue ovor the possible 
twenty years or at least over a fairly long period of tisie. 
The length of time over which oond issues are sprc d is sig­
nificant in iûhlnc coir aricon of the ai.ount of bonus out­
standing in 1922 auong the various units. If tiio length of 
term of bonus for a cert _ in typo of taxinp unit is sh rter 
than the length of term for unoc.,,er typo of taxing unit, 
the debt status of the units under consideration may por­
tend widely different future conditions.
Table XVI simjarizes the information concerning indebt­
edness secured in the fifty-si : counties, the cities and vil­
lages, and the schools of such counties. Tho exhibit reveals 
great lack of regularity among similar taxing units. One 
county, Fergus, has ^1,COO,COO and a little ijlore of inde;;ted-
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ness# Ten ooiintles have more than a half million in net in-
92debtedness, consisting of warrants and bonds. Every county 
has some indebtedness and there is no county with no indebted­
ness. The total bonded and warrant inaettedness amounted to 
$16,935,891. The school indebtedness in the same counties 
was $9,813,319. In other words the county indebtedness in 
Llontana was nearly twiee the school indebtedness. It is ev­
ident that the building of courthouses and the construction 
of hard roads by counties, and very little of this really 
has been assumed by individual counties, have resulted mi 
bonded indebtedness on a l-..rger scale ta an h- o the erection 
of school houses.
All the fifty-six counties of the state are subdivided
into civil townships. Each civil toaaship constitutes an
independent organization but with no authority to incur
bonded indebtedness or to create debts# According to
D# J. L'uri of the otate Board of Equalization, Helena, ”Tlie
political subdivisions of the state are Jiot subdivided into
93townships for the purpose of being bonded.
Each city, village, or sanitary district determines 
what its inuobtedness shall bo. Ea>di keeps a bond b ok in 
which it must register its own bonds, stating the amount of
92# 4th Biennial Rev'ort. State Boa d of Equalization, 22nd 
Legislative Assembly, p. 129.93# D, J. iluri. Letter dated Helena, August 28, 1953#
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the issue, the date of issue, the date of maturity, the rate 
of Interest, and tho amount of the principal to be paid an­
nually. legally no report needs to bo made to any other 
governmental agency. In some counties, as has been stated, 
the custom prevails of registering bonds with the county 
clerk in order that he may spreau the lovy necessary annual­
ly for interest and principal payments on the bonds. In 
oases where the bonds are not registered with the county 
clerk, the local authorities must make a levy for such pur­
poses. These levies must ,e certified and must be filed with 
the county clerk in order that he may spread the levy. Thus 
it happens as has already been indicated that the county 
clerk’s office lias in one form or the other, an indication 
of all bonded indebtedness for such taxing Lnits except the 
bonds which have been registered with the state Auditor.
For the state as a whole a final conclusion as to the 
relative amounts of indebtedn ss for school purposes and 
indebtedness for other gover:iment'il purposes can bo dr- v,n 
from the data secured in the fifty-six counties by oxaiuiuing 
the totals in Table XVI, p. 176. A lack of data as to the 
cause of indebtedn*-'ES in cities, vlll :us, and other units rakes 
it impossible to rake ac.'ur"te ostlLr.tcs of the situation.
A large proportion of the Inuobtedneso in cities and villajes, 
however, is incui-rod fax' va lerv.'orlvc, street i'g rovo.u ets, 
sewage disposal and court kouc .s or city ..L.lls, guch 
prove.-.oats usu- lly are l..rgely cover, d by rates on the iii-
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dividual s who participate in the benefits wnlcii arise from 
the improve ients. As a result, revenue for the redemption 
of such Indebtedness and for the Interest on such indebted­
ness is largely received from sourc s other than that of 
general taxation. The inuobtedness coluian (^9,813,291) 
for schools is materially less than taat for the preceding 
tv.o columns for counties ($16,935,864) and cities and tovns 
($15,695,872). The aggregate net indebtodness of schools 
is much less than the aggregate' net indebtedness of practical­
ly all other taxing units. It is a hard i.ntter to get in­
formation as to the cause of Indebtedness of individual
/
school districts even after writ in;., to the county clerk in 
which the district is locatied. Information concerning in­
debtedness of irrigation districts, coicnbies, drainage dis­
tricts, etc. is also hard to obu lin during an inturview with 
county trensorors or county clerbs as taeso officials --re 
renerally not retained in their respective ositions for any 
great lenjth of time, and the dati available are poorly re­
corded, and not fs ill r to them. It is difficult to know 
whether to associate a I'li-ge bond isruio with tne co istruction 
of bridges, road work, or an audition to a court house. Tak­
ing the state as a unit, tho total inuo.. touness o l  those sub­
divisions June CO, 19.:5 and Juno f,C), 1930, was as follows:
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
131.
Warrant and Bonded Indebtedness of the State of Montana and County Indebtedness
Year StateJune 30 Bonds Outstanding General fund warrants outstand.1^23
1930
i'4,Ï29, 500.00 
5,590,252.50
5 3,64-4,059.17 
3,469,084.51
Year County Indshtedness— NetJune 30 Counties Drainage c: Irri'̂ City 6 Town Dist .Soil •
19231930 527,703,650.7816.935.891.91 51,3925.471,707.20.805.99 :î l7,604,327.54 15,695.872.44 $11,625,1087899.613,319.42
The tal-'le on pajes 174 and followin:;, shoeing net indebted­
ness of counties, cities and toï/ns, school districts, and 
other ta ing units, has been coa_. ;iod frcn reports of county 
treasurers filed with the State Board of Iîq,ualisation.
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Sugiaary
Chapter IX compar s school district indebtediess with 
that of other ta%lnj units.
1# It is impossible to determine just how much bond­
ed Indebtedness any school district should as­
sume in comparison with othor taninj units. Ko 
ideal ratio has been determined other than a com­
parison in a chosen ;.;roup of cities.
2. The statutory bonding limits must te observed.
Fiscal independence of governmentil aponeiss is 
characteristic of hontana, and the prs-:t dar.par 
seems to lie In the fact the t os ch govcr'irm.ntal 
unit has a limit vniich is independent of other 
units. Hov/eve.-, very ih.-v; taxing units have reacted 
the maximum limit of indebtedness.
3. A study of Tabid XVI, page 174, reveals the fact that 
county inuobtedness is nearly twice the school in- 
doDteuness. It is evident that the building of 
court houses and tho construction of hard roa^s by 
counties have resulted in boriued iiicebtedness on a 
larger scale than has the erection of school 
buildings.
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Chapter X 
The Outlook for Future Bonding
The first question which arises In examining the curre 
In bonded Indebtedness is "What direction will the curve 
take In the years following the high points reached In 1922? 
(Table XI). A sudden change In the direction of the curve 
began In 1911 and continues through 1922 when the highest 
point In the history of school bonding was reached. This 
unprecedented rapidity of Increase raised the question how 
long Increases would continue. The year 1924 saw nearly a 
'three-fourths drop In bonds sold by Montana School districts. 
■Nineteen twenty-six saw another three-fourths "lop off" from 
the 1924 new "low", $708,407.21, bringing this source of 
money for Montana schools to the small figure of $209,302.05. 
Â sharp rise In the curve shows that we sold over a million 
dollars In bonds for each of the three bienniums 1928-30-32, 
The lowest point In bond sales was reached In 1932 when the 
world financial depression was also probably at Its lowest 
ebb, when only $589,522.47 was realized by the schools In 
bond selling. The orgy for high bonding Is readily accounted 
for by recalling the conditions following the presidential 
election of 1928 (Hoover) and for nearly a year thereafter as 
the country as a whole was very prosperous. Prices were 
good, manufacturing establishments were operating at full
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time I 'unemployment was reduced to a low margin, end capital 
found remunerative investment. Never in the history of the 
country had the stock market been so active, nor had the 
transactions there previously reached the level then at­
tained. Business concerns of every kind were expanding, 
and Americans were making Investments In all parts of the 
world. The situation, however, was ominous. A vast surplus 
was being put out In practically every line of economic en­
deavor at the same time that a speculative mania had seized 
a considerable portion of the people. To complicate matters 
further, an unprecedented volume of stock was placed in the 
market during the fall of 1929 at just the period when 
European finances were at a critical stage.
"Thus, with a surplus in the United States and with a
reduction in the buying capacity of the rest of the world,
American industry was faced with the necessity of immediate
deflation and the curtailment of output. The climax came
during the latter part of October, 1929. Within a few days
the prices of stock suffered one of the most drastic de-
94Clines in the history of the country." The general econom­
ic crisis was not reflected in bond sales until 1932 when 
the sale of bonds for school purposes in Montana was deprest 
by one-half million dollars from the 1931 level.
94, Asa Earl Martin, History of United States. (1931), p. 745,
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No one can forecast witli any degree of certainty v.nat 
the oute02:18 will be. Conservatism is at iii,'jh tide. Curtail­
ment is well under my. It is ovid nt that tne rate of in­
crease which existed previous to 19d4 cannot recur for years 
to come. In fact, it seems scarcely pro able that there will 
ever be annual receipts from Lv,nd sales which will equal the 
receipts of 1922.
some level of bonding will aj'i ear around which a dis­
trict may safely gravitate. In ye rs of aepression the 
district which will natur lly v/ci jh tie noods of the future 
against the needs of the present, will mJ:o efforts to cur­
tail indebtedness. As the lessons of tne last feu eui s 
grew diihoer, how voj , tne various rmeds oi the future will 
seem of greater iiryuort unce und tond lag will rise to this safe 
level. It may bo said that this level will not be as high 
as the bonding limit, namely, 3,1 of the vulne of the tax­
able property, ascertained uy the last co... letcu ar.ooso. cut 
by the state.
Prior to IS24, beginning with the earliest inception of 
bonding, with the exception of tho two bienniums cndirpg with 
the years 139G and 1&93, each and every biennium ended wi th 
more "bonds sold'* tUan"cancelled." llontana since 1922 is 
showing a decided tendency toward conservetlsm. This is likely 
to continue.
The noriiinl expansion of tlie school building progr mi in 
the St to ; may be ox, c ted to require a ..e future b.riding, host 
cities have not and most rural districts do not, and usually
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cannot, e tlnoly fin.-nce a unl.ualnj on a
eash payment basis.
95The population on April 1, 1930 was 537,605, which 
represents a decrease of 11,283 or 2.1 per cent, as compared 
with its population of 548,889 on January 1, 1920. There 
were 156,467 children from six to twenty years of age in
1920-21 and 160,828 in 1930-31 and 161,444 in 1931-32. 
Evidently, despite a falling off in population in general 
during the past decade statistics show an increase in school 
population. To be more specific, we had 5,000 more children 
of school age in Montana in 1931-32 than we had in 1920-21. 
The average annual increase during this period is 500, a 
rather significant figure when we think about capital out­
lay and future bonding# This increase in school population 
must be housed. The increase will occur largely in dis­
tricts which have established the system of borrowing for 
capital outlay purposes. Many districts in which increases 
will occur had already piled up so much indebtedness that 
the interest and the annual payments on accrued indebted­
ness made heavy inroads in the receipts from the taxes in 
1922. In such oases, a cash payment policy for future out­
lay is usually impossible. Such communities must continue 
to bank on the future, because the past has followed that
plan. __________ _
95. The Fifteenth Federal Census, p. 3.96. "TEe 22nd Biennial ^eoort. ^ate Dept. Pub* Instr.,p. 54, iunder School Census).
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Because of present debts with the interest and its annual 
payment burden together with the added urge from increases in 
population, there is every reason to believe that some dis­
tricts will materially increase their indebtedness in the 
next decade except in cases where the limit has already been 
reached, namely, "Three per centum (3^) of the value of the 
taxable property therein to be ascertained by the last com­
pleted assessments for state, county, and school taxes pre-
97vious to the incurring of such indebtedness . . . All
bonds issued in excess of such amount are null and void.
If the limit has been reached and the population increases, 
now bond issues from time to time will tend to keep the debt 
at the legal maximum. In general, increases in attendance 
in these cities will almost certainly be productive of ad­
ditional bonding#
No attez^t to chart the possible bonded indebtedness of 
rural districts which do not have schools with an average 
daily attendance of twenty or more is made. As has already 
been suggested, sufficient data for such schools are not read­
ily available and the conditions which exist in such commun­
ities are too varied to warrant a group estimate of any nature. 
The total amount of bonded indebtedness for all schools and 
districts was not materially affected by the bonded indebted-
97. School Laws of Montana. Bonds, ch. 147, Session Laws, 
1^2^ , Seo#^,‘ p. 8l.
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ness of schools below an average daily attendance of twenty.
It seems probable that there will be increases in the smaller 
communities, If any considerable number of the smaller com- 
muni ties attempts to bring their plants up to the standard 
set by the better systems of the state^ the indebtedness of
the smaller communities will materially rise,
98The compulsory education law applies through the eighth
grade. Attendance above that year is optional with the pupil
end parents, High school enrollments have grown by leaps and
bounds in the past thirty years. "Since 1890 the total high
school enrollment (in the S.) has increased seven hundred
and ten per cent while the total population has increased only
sixty-eight per cent", wrote H, R, Bonner in 1920. High
school enrollments have also increased rapidly in Montana,
That such enrollments are not at their possible maximum may be
judged from the Statistical Report of the Supterlntendent of100
Public Instruction for 1931-32* The total high school en­
rollments is given as 26,927 for 1930-31 and as 28,794 for
1931-32. The following "Table No. 30— Accredited High Schools
101and Enrollments" shows the annual increase in enrollment 
of Montana high schools for past decade beginning 1920.
98. School Law. p. 64. oh. 90, Sec. 1135 "Compulsory
Attendance. "99. H. R. Bonner, Bureau of Ed. Bulletin. (1920), No. 19,"Statistics of i^ublTo HTgh Schools", p. 36.100. Biennial Report 1931-32. pp. 60-61.
101" 21st Biennial Kept. Supt. Pub. Instr. 1930, p. 45.
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S hüKIHOIKXJI.. Ile»*' I
1910-801920-211921-221922-231923-241924-251925-261926-271927-281928-291929-301930-311931-321932-331933-34
201212215215204195 192 191196 195
I 0 5 I O 2
Pro^eoted«
Total
14^517 16,436 19;173 20,583 19^762 20 j 463 20^941 21^349 22;252 23; 270 24;787 26,927^̂  28;794 30,809 32,965
Enrollment Avr. T>er Seh.
72.577.5 69.294.896.9104.9 109.1111.7 113.4118.7120.9 131.3
Annual Inorease
1,919 2; 737 1,210 - 621 701 478 408 883 1,038 1,517 2,140 1;867 8; 015 2,156
An estimate of high school enrollment for the years Im­
mediately following 1931-32 is derived by projecting annual 
increases I in aeeordanoe with the average percentage of in­
crease for the preceding two years. The increases were re­
spectively 6.1 per cent and 0.1 per cent. The average annual 
increase then becomes 7.0 per cent. On this basis the high 
school enrollment should Increase to 30,809 by 1953 and 32,965 
by 1934.
To house this continued Increased high school enrollment 
will req.ulre, sooner or later, increased capital outlay des­
pite the fact that nearly all districts are postponing any 
building or eaçpanslon programs of any nature at the present 
time. Of course capital outlay should not necessarily be ex—
102. 22nd Biennial Kept., p. 73.
103. ïbid.. p. 71.
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pected of all comi**unitios since many districts have already
established plants which will provide for their share fif in­
crease. There will, however, necessarily Le 1; r.je addition­
al bonding in many eomanmities in order to house incrcmsed 
high school enrollments. Hov/evor, it is rather significant 
to note that the "bonds ca icolled’’ exceeded the "bonds bought" 
during all the .bienniums following the one ending June, 1922.
Shifts in population caused by dovelopsicnts of irriga­
tion projects, developments of coal and other natural re­
sources, or introduction of manufacturing Industries to 
capitalize cheap power, m y  necessitate extensive school 
building programs in particular localities.
Summary
Chapter X ventured an outlook for future bonding.
1. It was pointed out that Montana schools have been 
bonding at the rate of almost j^750,COO.OO per year 
for the past sixteen ye rs. Normal expansion of 
school building may bo expected to keep at this 
rate.
2. Despite a falling off of p :,pulation during the past 
decode high school enrollment has incre sel about 
1300 per year for the past fourteen ye?rs. The 
increase 'Viust be housed, even in districts already 
having high interest and annual giymcnts. Ouch 
districts will m  od to continuo borrowing if incre- ses 
c one .
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3# If the legal bonding limit lias been reached and 
rpopulation increases, now bond issuos will tend to 
keep the debt at the legal iiaximuin.
4. If smaller com.Lunltios attempt to bring their j lants 
up to the standard set by better systems the in­
debtedness of the smaller com lunitâes will mter- 
ially rise.
5. Enrollments in high schools have gro^m by lenps and 
bounds. In the country as a whole the per cent
of rise from 1890 to 1920 was found to be 710.
The Montana average annual increase has been 6.56 
per cent. There is no reason to bcliove that high 
school enrollments will materially deorc: se, but 
will continue to increase uhtil practically all of 
high school ago attend— about 50^ are now in 
attendance. The very word increase "spells” 
bonded indebtedness.
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Chapter XX
sohool Bonded Indebtedness in I,lent ana and Its Yvjcio'jiB Problenis,
Sniomary
This study was made to Investigate the school bonded 
indebtedness of Hontana and its associated problems. Tne 
findings may be summarized as follows:
I# The accumulated bonded indebtedness by decades as re­
ported by State Department of Education was as follows:
1890. ..............Hone1900................Q, 576,3421910................  2,133,7431920............... . 6,083,1381930................  5,592,9701932................  1.630,014
Total $16,006,215
The amount of bonded indebtedness as of June 30, 1930,
was.......................................... $10,578,330
Warrants outstanding amounted t o . . . . . . . .  572,656
Little bonding was done in the early history of Ivlont- 
end* The orgy of high bonding set in following the 
World V/ar. In 1921 and 1922 llontana schools sold
$2,553,721 in bonds; In fact the biennium ending in June 
30, 1922 showed the stupendous sum of $13,092,120 in
bonds outstanding for ilontana s c j .o o I districts. The 
amount reported by the otate Suiter Intendant of Public 
Instruction June 30, 1933, was $9,426,618.72.
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II. In detemlnlns the location of Loncied indebtedness, the
facts for each county were Investigated, and it was
found there was a wide ran^e of the distribution of tne
bonded burden. The followin:; table, made at i-andon,
indicates this fact. At the lower extreme in bonded
indebtedness for the year 1930 were:
Broadwater Co. vlO*776Garter 13,730Garfield 19,519lüneral 17,603Powder River 13,209Sweet Grass 10,302
At the upper extre.ne on the sa:..e date were :
Cascade Go. ^1,069,983Fergus 452,035Gallatin 292,490Hill 460,632Phillips 254,907Ravalli 256,088Rosebud 301,072Valley 377,840Yellowstone 639,217
If considered from the viewpoint of per capita liability,
the following table sho'.-'s the .nes for certain
counties as they existed in 1931:
Beaverhead Co. $33.14Big Horn 28.17Dfiniels 31.03Hill 28.45Meagher 36.19Pondera 32.03Broadwater 3.23Carter 1.00gawsoa .79Garfiela 4.19Powder River *46Sweet Sracs 1.78
State a G a \;riole 18.12
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If considered from the st:.nd oint of bonded Indeutedness
per pnpllf tiie foXlov.'ln,;̂  fee to sliov/ tli e conditions for
certain counties in 1951:
Beaverhe-.d Co. $286.36Fergus 207.60Lewis &, Clark 204.13Keagher 327.57Dawson 4,01Powder liiver 5.92Silver Bow 41.15
Tl:e per pupil liability taken for different classes of
districts throughout the state is as follovrs:
1st class districts $125.902nd class districts 116.783rd class districts 116.62Rural schools 38.79County high schools 243.13
III. Reasons why ionded indobtodn.ess was contracted:
Rapid increases of population in tiontana as a
whole and in its cities, especially, occurred:
Anaconda doubled its po ul.ition between 1890-1900 Blllin-8 quadrupled" " « 1890-1900Butte trebled " " " 1890-1900Great Falls « « « » 1890-1900liQvre ", " ", " 1900-191UKali spell ft ft « n 1900-1910Lewistown " n n « 1900-1910liissoula " " " " 1900—1910Shelby quadrupled " " " 1920-1930
Bn or mo us plant exp>ansion for schools up to 1910 
occurred; after 1920 a very close parallel existed. De­
spite the fact tiiat I.Iontana’s population dropped from 
548,889 in 1920 to 537,606 in 1930, new bond issues were 
floated.
Bedondary school propruLiS called for plant expansion. 
Overcrowding me _nt new auditori .jus, now , gymnasiums,
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and. new vocational dei^artments.
Cbsol sceace and smltary reculatlcne required tlie 
construecioa of new bulldings.
Lioney v/as easy to ĵ at, and contequeiitl/ bond issues 
were oasy to float. ;m orgy of hi£di bonding followed 
the World War. The schools following the Civil War 
went through the saĵ e experience, i copie got the habit 
of borrowing and bonding. The country boc.ame extrava­
gant with bonding, and then a reaction set in. There 
la danger of ovorconserv tisiri. Llany districts are try­
ing to retrench too rapJLdly by reducing salaries, 
eliminating teadhers and departments, and over-crowding 
rooms. This is likely to prove daiaaging to the schools.
17. The amount of Interest burden.
1900-1910 Districts paid annir\liy 0 60,000 for int. 1910-1920 « n n 176,000 « "1920-1952 « rt n 575,000 « "
Montana schools could have built one new school 
building the size of Missouln County high school annually 
for the past twelve years from interest charges. Interest 
is expensive. In 1884 Missoula schools paid ten per 
cent on r school bond issue. Another issuo of ^45,000 
bore seven per cent. There were ”lon;;” attorney fees 
for checking the legality of these issues. There is 
danger of thinking credit is a source from which some­
thing in unlimited amounts can bo had for nothing.
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The Department of State Lands and Investments during 
the fiscal year ending June 50, 1930 i^de investments in 
state warrants amounting to v4»772,218.62; only 
^751,274.52 of this amount vm.s invested in sonool dis­
trict bonds according to I. J. Oran j or d, Coimiâssioner of 
State Lands and Investments, ’♦'iliree million seven 
hundred thousand dollars was inv'.̂ sted in four per cent 
state warrants wmich the bankers whould not h ve and 
the bond brokers were not intorosted in icoause these 
warrants were long-time investments,” according to 
ilr-. iv'-lph Ai'ncxd, Cnairman of ilontana ochool Boards* 
Association, before the Conference of I Montana educational 
ProbloEis, State University, JulyblS, 1953. This was, 
in fact, a raid m d e  by the State Legislature upon 
the Perranent Common School Fund to secure cash for 
politicians paid in warrants which no one wou.id cash 
without sharp discount. As a consequence, the fund is 
loaded with long-term and undesirable paper at a low 
rate of interest.
7. Prospects of repayment of school ionded indebtedness.
(a) Pyramiding
In Ilontana the nu... er of taxing units may be as 
high as six, exclusive of the state. The maximum 
bonded indebtedness for public purposes which nay be 
spread over a piece of pro/jorty nay Lm thirty î or cent 
of the assessed valuation or more. Despite this almost
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un^elievaLle maxinuni, soma paoyla tuink there should be no 
upper lijait for bonding. Tills procass of “lyramidin,!" 
must stop. This abuse will load to i,cuiflo3 tion, nd a 
legal liztlt will necessarily result to prevent the 
"pyramiding." It is bound to affect the school dis­
tricts like any other units of govei'nuunt.
(b) Factors affecting the probability of repayment
1. Assessed valuation back of e cm dollar of 
bonded debt is roughly a mjas,ue to meet 
bonded obligations, hxtro-.-es in lion tana are :
High LowB r o a d w a t e r . .^11,289*60 Big Horn ÿ 72.97Carter..........1,359.10 Daniels...... 73.46Dawson..........3, 000.pO Lake........  54.09Powder River....5,485.30 Ravalli.....  70.73Powell..........1,361.00 Valley......  72.81Sweet Grass.....2,175.50
2. The number of occupational wu'kors par hundred
children in school is anotiier : o sure of ability
to lUQct obligatiojLs. Hare is the position of
Mont ana among selected states:
Idaho has 112 workers per hundred children Hash. " 112 " " " "Ga. " 113 " " " ”Mont. " 134 " " " "Ohio " 142 " " " "Mass. " 158 tt rt n
N.Y. " 170 " " "Calif. " 189 " " ;
3. The social income per worker in a state is another 
moasure of ability to meet obligations. The 
position of Montana is shown below:
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n* Y. annual inco.̂ i© per worker Ç9 9 8  llass* " »t n r, '667
Calir. " " " " 647Ohio ” n n u ^ 2Wash. »* « »♦ 416L'ont. ’* " " « 2 4 4Idalio " ” ” 19 7Ga. " n tt tf 127
4. Hie bond holder has recoiirse to courts and ui. on 
appeal to court would be granted jud_p:iont aĵ âinst 
the district. The court can authorize a special tax 
to pay jud^ent, and collection can .e acco?nplished 
throu.li the ordinary channels of tu._ collection.
This ne ans that districts ca.in̂ t ue fault for long.
5. No school district has ever ueiaul!.. d in the payment 
of its bonds in Ilontana to dî-tte.
The naniiauiu bending limit or a/y oo\ disuriot is
three par cent of the asse:-:n, j(i valuetii 'Xn.. Irivate pro: erty 
in liontr.na can be held resr-ottsible p' ui.ally to the
extent of taueo rdiic]; uxy be lev: d a,: ûuat cue?:, property. 
Furthcrmor . * bone a icsu'jd for the p' o " erect .Ing a school
buildin,̂  do not ĉ:u, Lit-to ■ x- yape a /'dust the building 
for the c ons iruetion of which tbcy v/.-.'ro i sued. School bonds 
in 1’ontan.a are promises of the dir ,riet to pay, and the col­
le o tier of tee S'lLia is facilita Led by the willin.pness of 
the pc5 ion of the districts which Lavo incurred the 8... le 
to rertcor.1 their promises v;hen the d' to of i.nturity arrives.
The people of blontana h.ive p: id their pu olio debts in 
the past and will continue to redeem their debts in the 
future. That school districts will m ct thoir oLllpations
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OB the date of natui'ity is imquestionable in nost cases* 
Only one possibility of dofaultin : or repudl tin:; such ob­
ligations sear.g likely to occur in any district, i.e., 
the financial inability of ths co:unmity to pay the debt 
which has been previously incurred.
There is alv.a’'s the rossibilit - of i-ofundlng if a 
district ceanot v et it-s ir 'ebtediioss rien it in due.
This ••ie-.na crtyonevc-'t, but it prctcots th- bcrid-h: i der 
te'Tirorarily and ?- li ' vos t:;a cistrj ct if vnbu3y 'grossed.
VI. Trends in repaynent are shown in the fo3 loving tatle :
Roc’d. i'roic sale of bords ;u''t. raid to
' Cancel Bonds
V 202,931 1,137,990 925,211 1,118,800 1,548,864 1,207,012 1,202,309 1,366,594 1,063,699 754.255
1915-16 #,30C,C341917-10 1,672,46619 2C 1,512,9941922 2,558,7211924 700,4071926 209,3021928 1,030,0091930 1,083,7301931 1,030,4211932 589.522
#1,698,476 #1,027,645
For the last seventeen years, which, include the war 
period, Montana school districts have been paying bonds al­
most as fast as i,ev iiid roncwal Issues ars b.ih,; I’lO' ted. 
Most of these doLts uoro contracted at the wrong time, 
when iioney v.s plentiful, aad we are now r:payin;-: \ hen 
money is hard to secure.
Hî jh school attendance is incro!'sing in Montana, b ;.t 
grade school at to ..dance is going uov.'ii. lopniatiun is not
likely to incrc' so much unloss natu_â.l reso'Oroes aro more
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fully deTolcped*
from tills study it is rocoiẑ neadscl tliat districts 
continue to follow a conservative policy of issuing bonds 
until some time in the future when conditions .nay point 
the way to some other method of financin^; sc..col debt.
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APPENDIX A
Missoula, Montana August 5, 1932
UCounty Superintendent 
Dear
Will you please report to me at your ear­liest convenience, the amount of school bonds out­standing for the fiscal years ending Jbne 30, 1930, and JUne 30, 1931, charged against your county high school and District No* ? Your report to the State Superintendent at Helena does not segregate these two Items*
I am writing a thesis here at the State Dnlverslty on "Bonded Indebtedness of Montana Schools" and It is necessary that I have these Items separated If my study is to be of any help to those interested In the operation of schools. I would like to have your schools Included In this study*You may ezpect a condensed report of our findings In return for your contribution and cooperation*
Very respectfully yours.
420 East Front Street Missoula, Montana
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APPENDIX B
State of Montana 
Board of Equalization
HelenaAugust S8th^l933
A. W. Kraft 7B9 Keith Avenue Missoulay Montana
Dear Sir:
Replying to your letter of August 15th* 1933* whloh I have just received* will say that so far as giving you the In­debtedness of Individual townships in Montana* this cannot be done* as the political subdivisions of the state are not sub­divided Into townships so far as being bonded or, debts created for the townships.
The Indebtedness Is created as to counties, cities and sohool districts; school districts may embrace several town­ships. I know of no agencies In the state that could furnish you with this Information outside of this department and our biennial report contains all of this Information that Is ob­tainable from the several countlesA
If you wish to obtain Information as to Indebtedness of Individual school districts* you should write to the county clerk In which the district Is located. If you wish to ob­tain Information as to Indebtedness of Irrigation districts* the county clerks or county treasurers would be able to fur­nish you this Information. In regard to court houses* which would be a county Indebtedness* this also could be obtained from the county treasurers or the county clerks, as well as drainage districts whloh are In connection with Irrigation districts. The county treasurers or the county clerks can also furnish you with the Indebtedness for school buildings or high schools In the several school districts In each county.
Very truly yours*
D.J.MDRI/B (signed) D. J. Murl
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APPEÎTJIX C
STATE GF MOKTANA
Department of State Lands 
And Investments
HelenaJuly 12, 1934
Mr. A. w. Kraft 316 MoLeod Avenue Missoula, Montana
Dear Mr. Kraft:
We thank you for your letter of July 9 asking for the 1933-34 report of this department, but are very sorry to say that the regular session or the Legislative Assembly of 1933 passed a b i H  providing that no bi­ennial reports should be Issued by the various depart­ments of the state ezoept la a very few oases*
Owing to thl^rohibition by the Legislative Assembly it is very doubtful if we shall be able to issue any biennial reports at all.
We are very sorry that we are unable to aooommodate you,
Sincerely yours,
(signed) I. M« Brandjord,Commissioner
IMB:FS
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APPENDIX D
Department of
PUBLIC INSTRUCTION
Helenaa Montana 
June 29» 1954
Mr. A. w. Kraft Ryegate, Montana
My dear Mr. Kraft:
To loy knowledge no sohool district has defaulted on any of Its sohool district bonds. However* there are four or five districts that are going to have a hard time to pay these bonds but 80 far there has been none defaulting.
Sincerely yours*
(signed) Elizabeth Ireland
State Superintendent H;MB of Public Instruction
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
APPmTDiX K
STATE Of MONTANA
Department of 
Publie Inatruetlon
Belena, Montana 
July 84, 1954
Mr. A. W. Kraft 518 McLeod Avenue Mls&oula, Montana
Dear Mr. Kraft;
In answer to your letter of July 22, the fol­lowing are the enrollment figures for the school year 1933-34 for the high schools of Montana.
Public high schools 32,815Private and Parochialhigh schools 1.406
Total 34,221
At the present time I have not the enrollment of the elementary schools, for the school year 1933-34.
Tours truly,
(signed) Elizabeth Ireland
State Superintendent El/eo of Public Instruction
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
APPENDIX F
THE BOND BUYER
69 Pearl Street New York, N. Y.
July 22, 1933
Mr. A. W. Kraft 729 Keith ATo.Missoula, Mont.
Dear Sir;
Referring to your letter of July 18th, we are enolosing a copy of THE BOND BUYER of July 8, 1953, in which you will find our compilation showing bond sales by month for the past ten years. We are also enclosing a menusrandum which shows the total of bond sales by years since 1896,
Trusting this answers your inquiry, we re­main.
Very truly yours,
TEE BOND BUYER
(signed) M. R. ClarloSecretary to the 
SS Jr;MD Editor
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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Appendix « Table
Distribution of Area, Population, Full Assessed Valuation, Children of School Census 
Age, and Children In Average Daily Attendance Among the 56 Counties of Montana
6/30/30
County
Area
In
Sq.Ml.
Popula­
tion
1930
Cities 
or 
Towns 
of 1,000 
or over
Popula­
tion of 
Cities 
or
Towns
Full
Assessed
Valuation
School
Census
Average 
Dally 
Attendance 
in Public 
Schools
Beaverhead 5,657 6,654 Dillon 2,422 21,493,488 1,521 1,124.5
Big Horn 4,966 8,543 Hardin 1,169 17,914,589 2,763 1,496.3
Blaine 4,229 9,006 Chinook 1,320 23,418,568 2,628 2,001.9
Broadwater 1,206 2,738 11,607,168 783 515.9
Carbon 2,060 12,571 Red Lodge 3,025 22,424,043 4,422 3,025.2
Carter 3,375 4,136 10,600,497 1,244 760.
Cascade 2,708 41,146 Great Falls 28,822 124,875,361 11,760 7,937.5
Chouteau 3,973 8,635 Fort Benton 1,109 31,665,177 2,611 1,860.8
Custer 3,741 11,242 Miles City 7,175 28,431,026 3,218 2,260.7
Daniels 1,447 5,553 Soobey 1,259 12,657,912 1,982 1,345.4
Dawson 2.359 9,881 Glendive 4,629 23,375,121 2,948 1,299.
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County
Area
in
Sq.Hi.
Popula­
tion
1930
Cities or 
Towns 
of 1,000 
or over
Popula­
tion of 
Cities 
or 
Towns
FullAssessed
Valuation
School
Census
Average 
Daily 
Attendance 
in Public 
Schools
Deer Lodse 745 16,293 Anaconda 12,494 34,155,678 4,525 1,944.7
Fallon 1,608 4,568 Baker 1,212 14,178,917 1 , 526 1,084.7
Fergus 4,522 16,531 Lewlstown 5,358 49,991,440 5,162 3,728.6fv/hitofish 8,803Flathead 5,173 19,200 (Kalispell 6,094 41,752,478 5,883 4,069.4
Gallatin 2,465 16,124 Bozeman 6,855 45,252,290 5,163 3,381.4
Garfield 4,837 4,252 15,063,264 1,355 916.4
Glacier 2,981 5,297 Browning 1,172 11,779,918 1,882 877
Golden Valley 1,216 2,126 9,730,543 732 538.6
Granite 1,717 3,013 Philipsburg 1,300 10,286,835 805 532.2
Hill 2,892 13,775 Havre 6,372 32,171,195 4,067 2,667.8
Jefferson 1,632 4,133 13,988,048 1,110 706.4
Judith Basin 1,860 5,238 25,872,162 1,660 1,155.8
Lake 1,506 9,541 Poison 1,455 12,172,289 3,411 1,840
(B. Helena 1,029Lewis & Clark 3,447 18,224 (Helena 11,803 56,241,931 4,619 2,587.8
Liberty 1,451 2,198 8,579,699 746 519.4
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County Areain
Sq.Mi.
Popula­tion
1930
Cities 
or 
Towns 
of 1,000 
or over
Popula­
tion 
of 
Cities 
or Tns.
Pull
Assessed
Valuation
School
Census
Average 
Daily 
Attendance 
in Public 
Schools
Lincoln 3,624 7,089 Lihby 1,752 17,974,684 2,116 1,027.9
Madison 3,622 6,523 18,112,219 1,672 1,027.9
MoCone 2,645 4,790 16,570,720 1,500 1,042.6
Meagher 2,369 2,272 13,955,361 554 390.
Mineral 1,230 1,626 9,703,474 446 347.
Missoula 2,603 21,782 Missoula 14,657 51,165,374 5,865 3,788.1
Musselshell 1,817 7,242 Roundup 2,577 14,401,587 2,547 1,785.4
Park 2,626 10,922 Livingston 6,391 30,490,970 2,948 2,106.5
Petroleum 1,667 2,045 8,928,909 624 450.2
Phillips 5,178 8,208 Malta 1,342 21,383,143 2,693 1,762.2
Pondera 1,658 6,964 Conrad 1,499 19,635,676 '2,171 1,553.4
Powder River 5,55? 3,909 9,923,088 1,144 737.5
Powell 2,329 6,202 Deer î̂ odge 3,510 19,744,913 1,548 935.4
Prairie 1,742 3,941 15,890,031 1,326 922.6
Ravalli 2,391 10,315 Hamilton 1,859 18,823,580 3,072 2,168.2
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o Richland 2,103 9,633 Sidney 2,010 ■ 19,703,554 3,280 2,223.6
3
CD (rtolfpoint 1,559
8 Roosevelt 2,353 10,672 (Poplar 1,046 19,438,746 3,925 2,454.1
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Rosebud 4,993 7,347 Forsyth 1,591 23,058,223 2,170 1,462.4
3
CD Sanders 2,861 5,692 21,248,655 1,488 1,027.4
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Sheridan 1,675 9,869 Plentywood 1,226 21,376,186 3,451 3,056.9
3"O
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Silver Bow 726 56,969 Butte 39,532 107,322,894 8,525 7,354.0
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Stillwater 1,777 6,253 16,731,376 1,989 1,490.2
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Sweet Grass 1,839 3,944 Big Timber 1,224 15,312,875 1,175
CT1—H
CDQ. Teton 2,284 6,068 Shelby 2,004 21,849,392 1,990 1,346.5
$
g
Oc_
Toole 1,958 6,714 22,815,756 1,662 1,196.2
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Treasure 960 1,661 6,487,756 495 367.8
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Valley 5,011 11,181 Glasgow 2,216 29,876,616 3,991 2,600.4
Wheatland 1,411 3,751 lîarlowton 1,473 17,802,925 1,169 884.2
V/ibaux 683 2,767 7,484,027 964 623.6
(Laurel 2,558
Yellowstone 2,611 30,785 (Billings 16,380 70,116,963 9,387 6,236.1
